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EW, if any, important cuts will be made by 

Congress in Mr. Roosevelt's spending and 
lending program. 

That means fourteen billions of Federal Gov- 
ernment outlays in eighteen months. Spend- 
ing-lending is to be at the rate of 800 million 
a month; nearly 200 millions a week; thirty mil- 
lions a day, excluding Sundays. 

Eight billion dollars a year becomes the mini- 
mum post-depression budget; between nine and 
ten billions the depression budget. 

Assurance of two years of improved business 
is wrapped up in those figures, barring war. The 
White House goal of 80 billions of national in- 
come for 1940 depends on improved business 
leading to utility expansion; railroad re-equip- 
housing progress; industrial re-equip- 
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ment; 
ment. 
Wooing of business cooperation lies ahead. 
Harry L. Hopkins is to become the salesman for 
attempted business-government-labor unity. 





* * ” 

Federal government credit is not immediately | 
endangered by vast new spending-lending plans. | 

Future credit standing will depend on shift 
of federal outlays to rea/ productive, wealth 
creating investments or on shift of borrowing- 
spending from government shoulders to shoul- 
ders of private industry. 

The Eccles-Wallace-Ickes theory, now ac- 
cepted by the White House, sets no top limit on 
Federal Government debt, provided outlays are 
wealth-creating, income-producing investments. 
Government “investment” is to displace “pump- 
priming” in terminology. 

Success of spending theory will depend on 
whether or not prices can be controlled. (See 
Newsgram on Page 12 for more detailed dis- 
cussion.) 
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A New Theory in Balancing the Budget; 
Spend, Raise National .Income, and Tax 


RESIDENT ROOSEVELT is asking Con- + to be produced by existing taxes at national + budget. Also, if 90 billion dollars of national 
income levels of 70 billions, 80 billions and 90 income can be realized, existing tax rates would 
billions follows: balance a 10.6-billion-dollar budget. 

But if national income continues at its pres- 
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Ahead is some change in the spending-lending 


pattern, 
Less money will flow through WPA for di- 


Defenses and spending... Congress 
ponders relief . . . Appointments to 


gress to accept a new plan to bring about a 
balance in the budget of Federal Government 











rect consumer goods stimulation ; more will flow | outgo and income. | National Income (billions) mn a0 90 k 
through PWA, affecting heavy he mre This new method is based upon a principle | Income Taxes ............. 2.5 3.9 5.7 | ent level of under 65 billions, existing taxes can | ey posts. 
through U. §. Housing Authority, affecting long ago recognized in mass production indus- | Miscellaneous | balance no more than a 5.5-billion-dollar budget. | 
heavy goods; more through armament, also af- | ,.:.. pp industries look : ‘al. | | At 70 billions of national income, little more | 
ata tries. Those industries look to increased vol- | Tudors) Revenue 22 26 3.1 | “CYTORM si Is f h " 
fecting heavy goods. | ame of production rather than to higher prices | ae ee sé = than a 6-billion-dollar budget can be balanced. S CEs Se Meron tae ee Ce 
i i i ing; ‘ é' r ~ | Cus ere. eee 5 President Roos - 
Emphasis gradually is to shift to lending; or reduced costs to yield rising profits. | Castems 4 5 7 ACTUAL EXPENDITURES cern reside oosevelt as the new Con 
away from unrecoverable, non-wealth creating : | Miscellaneous Receipts 2 2 2 | ; gress launches into a session already fraught 
spending. Now the President advises Congress to look | Pay-roll T 7 3 9 Actually the official budget presented to Con- | with controversy. 
a ian asi ainda F . 7 gress by the President calls for expenditures of Warning was given by him last week that 


No runaway armament program is contem- 
plated. Today’s billion dollar defense budget 
will rise 100 million for speeded naval construc- 
tion; 210 million more for added airplanes; 
added pilot and mechanic training programs; 
increased “educational orders” for business; 
more munitions. Defense needs will be ap- 
praised year by year based on best judgment of 
admirals and generals. 

7 * . 

A more aggressive White House stand against 
totalitarian dictatorships is in the making. 

Vague Presidential references, translated, 
mean: an effort to induce Congress to make 
drastic alteration in the neutrality act; a re- 


to a larger national income rather than to 
higher tax rates or to lower expenditures to 
give the nation the rising volume of revenue 
that can produce a balanced budget. 


A larger national income would be created, 
under the President’s plan, by continued large- 
scale Government expenditures of borrowed 
money. 


FEDERAL “INVESTMENTS” 


The expressed theory is that today’s unbal- 
anced budget—representing dollars “invested” 
by the Government—will yield tomorrow’s bal- 
anced budget by encouraging an expansion in 
private business with its attendant increase in 





Total Taxes (billions).. 6.0 8.0 10.6 
Treasury experts provided the White House 
with these estimates of revenue to be derived 
from existing taxes at the different levels of 
national income. 
The estimates mean that if a national in- 
come of 80 billion dollars can be realized, then 
existing taxes would balance an 8-billion-dollar 
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9.5 billions in the fiscal year that ends next July 
1 and for expenditures of 9 billions in the fiscal 
year that ends July 1, 1940. A national income 
of only 64 billions is estimated for the past 
calendar year and one of under 70 billions for 
the present calendar year. 

Still to be demonstrated is the question 
whether or not the national income can reach 
80 or 90 billions of dollars while the Federal 
Government is extracting as large a proportion 
of that income in taxes as it now does extract. 
The last time the national income of the United 
States reached 80 billions—in 1929—the Fed- 
eral Government took barely 4.8 billions from 
that income in taxes. This tax revenue more 


undeclared wars—military and economic—are 
the order of the day and that the United States 
should be prepared for armed action and 
strengthened internally. , 

To achieve those ends, the President asked 
for appropriations of $1,319,000,000 for the Army 
and Navy and $2,266,000,000 for “recovery and 
relief” in the year beginning July 1. Demands 
at the Capitol for economy also were disregarded 
in a request for $875,000,000 to finance WPA 
until the new fiscal year begins. 


A LINK TO HOME POLICIES 
In his messages to Senate and House, the 


President linked the program for “adequate 
preparedness” with the New Deal program of 











guest for more authority to utilize counter- national income subject to tax. Page than balanced the budget of that year | 
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could be raised to 80 billion dollars a year. In 
that case, as Mr. Roosevelt explained to Con- 
gress, the same taxes that produced 6.2 billion 
dollars when levied on 1937 income would pro- 
duce 8 billion dollars. At the same time, Gov- 
ernment expenditures for relief would be ex- 
pected to fall one billion dollars, leaving 8 
billions in revenue to cover 8 billions in Gov- 


to have Congress raise the present statutory 
limit of $45,000,000,000 on the public debt. 

The denunciation of dictatorships was wel- 
comed both at home and in foreign democracies, ar 

Republicans and some Independent Demo- o4 
crats protested, however, against continued t 
heavy spending. Exception was taken to the 
President’s assertion that Government spending 
—or “investment’—was the road to an $80,000,- 
000,000 national income. 

Amidst the dispute 


country have come through reducing expendi- 
tures or through raising taxes at a time when 
expenditures were rising. In previous periods 
of strain on Government finances, correction 
came when costs and debts in private industry 
had been adjusted and when private borrow- 
ing again increased, or when foreign loans in- 


quest for $422,000,000 in new taxes, vote farm | 
subsidies, favor amendment of the Wagner La- | 
bor Relations Act, give more money for un- 
American activity investigation and gradually 
become deeply entangled in arguments over | 
Policy, | 


Also in This Issue 


The State of the Union: 
More Arms, More Spending; 
The President's Message . 8 


* * > 
One or more further changes are looked for on 
‘ie Supreme Court during the months ahead. | 
Selection of Felix Frankfurter as successor to 
Justice Cardozo involves a continued liberal 


creased. 

President Roosevelt now is convinced that 
world conditions have changed so markedly 
that deflation of wages and prices and debts, 


ernment costs. 


THE ESTIMATED REVENUE 


The Story of American Efficiency: 
The Evaporated Milk 


came another White 
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j . . 
View on the part of the court in fixing the limits | In order to help produce the 80 billions of Industr 9 : ‘ 
ot Podentt dicuinaiienae neaties. national income, the President proposes to con- y oe Ree oe. as a practical matter, no longer can be car- House move that brought almost universal ace 
| tinue large-scale Government expenditures of seats ried to the point where an automatic recovery claim—the nomination of Prof. Felix Frank- 
hae borrowed money—now referred to as “invest- Income 6 Billion, of private borrowing and spending results. furter, of Harvard University to the Supreme 


Court. Quick Senate confirmation was predicted. 
The nomination was the President’s third to 
the highest tribunal. More antagonism was evi- 


(Continued on Page 3, Col. 1.] 
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This method was tried from 1929 to 1933. 

A test of the new plan for budget balancing 
through Government “investment” will be had 
in the period ahead. 


Outgo 9 Billion; 
The New Budget .... 10 


v ments”—and to seek a basis for business-Gov- 
ernment cooperation to replace the disagree- 
ments of recent years. 

The official White House estimate of revenue 
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The United States Hews 


January 9, 1939 








—Harris & Ewing 
HERE ARE THOSE MEN AGAIN! 
This is just a gentle reminder that the Bureau 
of Internal Revenue is going to send its customers 
a blank to fill out very soon—the income tax 
blank, In anticipation, the Bureau had the Gov- 
ernment printing presses run off a few tax blanks 
—about 60,000,000. 








Kecasgrauc * 
OUR DEFENSES: 
THE REAL PLAN 





America’s defense program. 
What the experts want in order 
to make the hemisphere impreg- 
nable. 











RMY and Navy plans that President Roosevelt 

accepts as necessary to make the Western 

Hemisphere impregnable from attack now can be 
outlined. 

These plans involve no sensational attempt to 
darken the skies with new airplanes. Neither 
do they involve building an armed reserve of 
millions of men or starting a vast naval con- 
struction program that would dwarf the programs 
of other nations. 

Mr. Roosevelt, on the advice of the nation’s 
leading admirals and generals, proposes to survey 
defense needs year by year, in the light of what 
other nations are doing, and then to take steps 
that the experts regard as necessary to protect 
the American defensive position. 

The nation’s defense program in a world rac- 
ing madly to increase armaments is regarded 
in Congress as moderate by comparison. 

First of all, the defense program of recent 
years will be continued. Under this program, the 
Navy, during the next fiscal year, will receive 
about $668,000,000. This is an increase of ap- 
proximately $100,000,000 over the present year 
and will be explained by the heavier outlays for 
construction of ships already on the way. The 
Army is to get $442,000,000, or approximately the 
same as in the present year. 


Our Defense Program 


Viewed as Moderate 


Here is a total of $1,110,000,000 for the Army 
and Navy, including air forces, compared with 
about $1,000,000,000 being spent in the present 
fiscal year. 

On top of this, the President proposes a “new 
national defense program” to cost $500,000,000 
eventually. Of this amount $210,000,000 would be 
spent in the year beginning next July 1. Coupled 
with the $100,000,000 additional for the Navy 
in the regular appropriation, this brings to $310,- 
000,000 the cost in the next year of dealing with 


what the White House regards as a threat to 


this hemisphere from abroad. 

Under this defense program the Army and the 
Navy have differing wants. 

The Navy wants a start on construction and 
improvement of 41 bases, 25 of them for the 
Naval air service. Fifteen of these bases it wants 
immediately, 11 in the Pacific and four in the 
Atlantic. Guam, an outpost far out in the Pa- 
cific, would be fortified as an air and submarine 
base to threaten any power aiming at the Phil- 
ippines or the South Pacific. Unalaska and Ko- 
diak Island in the Aleutians would be developed 
as new protection for the Northern Pacific. 

In the Atlantic a special new fleet unit of 35 
vessels is created—four battleships, eight first- 
class cruisers; eight of the newest and 15 old 
destroyers, together with submarines and planes 
in an undisclosed number. The Navy wants to 
build up its air force by 200 planes a year for the 
next five years. New bases will ad@ to the ef- 
fectiveness of the fleet and its air force. 


Army Seeks Planes 
And More Equipment 


The Army is asking for no more numbers. Its 
standing force will remain at about 165,000 with 
a national guard support and reserve that could 
bring the total trained force to 400,000 in a hurry. 
The Army wants more airplanes; it wants more 
equipment for a force of 400,000. 

But most of all the Army is asking for money 
to be spent on “educational orders” that will be 
uséd to equip industry with machines and tools 
and dies that could be utilized in case of need 
to turn to mass production of war equipment. 
The Army, too, wants to clear up bottlenecks in 
power and transportation. 

National defense, too, is to call for training of 
20,000 pilots each year in the colleges. Train- 
ing of an even larger number of skilled airplane 
and other mechanics is contemplated under the 
defense program. 

Armament in the next year is expected to ab- 
sorb about one sixtieth of the national income. 


‘ 
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Experiments in Farm Security ... Presidential “Bees” 


“Sore Spots in Banking’...Mr. Garner's Troubles: 


Cabinet members who really have 
an interest in promoting their 
ambitions for a try at the Demo- 
cratic Presidential nomination in 
1940 find that the White House 
is decidedly cool. President 
Roosevelt is letting his intimates 
know privately that it is too 
early to think about the next 
President. 


x « * 


White House strategists are 
chuckling over the situation con- 
fronting John Garner, Vice- 
President, as he seeks to take 
over the task of leading Con- 
gress. The President’s aides, 
formerly charged with that job, 
are predicting privately that the 
Vice-President will be around 
for help before long. 


x * * 


The best inside sources have it 
that the Bureau of Foreign and 
Domestic Commerce is to be 
broken up with the foreign phase 
going to the Department of State 
and the domestic phase becom- 
ing a Division of Industrial 
Economics, headed by Leon 
Henderson, now monopoly com- 
mittee executive secretary. 


x * * 


Reorganization proposals have a 
good chance for favorable con- 
sideration by Congress, accord- 
ing to word being passed in of- 
ficial circles, if the President 
will compromise to give Con- 


5 





gress some check over executive 
reorganization moves. 


x** 


An inner circle committee com- 
posed of Tom Corcoran, Harold 
Ickes and Harry Hopkins has 
taken to blackballing candidates 
for high Government jobs. One 
prominent New Dealer who had 
worked closely with the Presi- 
dent, only to be edged out, now 
has been blackballed by this 
group and is threatening to make 
violent and vocal protest. 
* #9 


A hush-hush policy is enabling 
the Farm Security Adminis- 
tration to conduct a number of 
radical experiments in develop- 
ing the use of land on a coopera- 
tive basis, as well as to build up 
a broad program of cooperative 
medical care. Publicity is being 
discouraged by the FSA, 


x ke * 


A number of bad banking situa- 
tions in different parts of the 
country are being adjusted 
quietly by the RFC and the 
Comptroller of the Currency 
without upsetting effects. The 
latest depression will have 
passed without the customary 
wave of bank failures. 
x kk 


Recent provocative statements on 
foreign affairs, made by Senator 
Key Pittman, chairman of the 
Senate Foreign Affairs Commit- 
tee, were inspired and partially 


+ 





prepared in the State Depart- 
ment. The Nevada Senator is 
leading the attack on totalitarian 
gevernments. 


-* © 


The Government gift of wheat 
for shipment to Spain is meant 
to take the place of repealing the 
embargo on arms shipments to 
that war-torn peninsula. The 
reason is that repeal of the em- 
bargo would surely start un- 
pleasant fireworks in Congress. 
By giving away some surplus 
wheat to underfed Spaniards the 
Government feels it is doing its 
part for Spain in a safe, non- 
political way. 
x * * 


The new Japanese cabinet is 
going to be rougher on American 
interests in the Orient than its 
predecessor. Premier Konoye at 
least apologized when he vio- 
lated trading rights. The new 
cabinet won’t even apologize. 
x~ * * 


The United States is going to 
try to alienate Benito Mussolini 
from Adolf Hitler, at least on 
the refugee question. That is 
one aim behind the late evening 
call that Ambassador Phillips 
paid to Premier Mussolini. 


x * * 


Months will elapse before the 
TNEC reaches the trade associa- 
tion phase of its investigation. 
A larger staff probably will be 
organized to digest the mass of 
material being accumulated. 


+ 





The $500,000 appropriation for 
the Temporary National Eco- 
nomic Committee is expected to 
be exhausted by April. This 
means that Congress must de- 
cide early in this session 
whether the study will be con- 
tinued. Prospect is for the 
TNEC to seek a million dollars 
or more for a most exhaustive 
analysis of the business system. 
xe * 


Administration economists are 
suggesting that taxes might well 
be reduced for firms exploiting 
new inventions. The idea would 
be to stimulate invention and en- 
terprise, thereby making more 
jobs. 
i ae 
The White House is increasingly 
concerned over evidence that 
Congress will look with favor 
on money tinkering proposals 
that now are being pushed by 
farm belt Senators and Repre- 
sentatives. A careful counter- 
attack is getting under way to 
squelch the idea of money manip- 
ulations as a cure-all for depres- 
sion. 
x**rk 

Strong sentiment is growing up 
among high officials of the De- 
partment of Agriculture for a re- 
quest to Congress to remove 
completely the price stabilizing 
Joan that now is bolstering the 
value of cotton. Government ex- 
perts now privately admit that 
the existing loan price, at about 
8 cents, is Josing markets for 
American cotton abroad. 
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A GRUELLING WEEK WITH A NEW CONGRESS. -: 
APPOINTMENTS, LEGISLATION...AND A SOCIAL FLURRY 


T WAS atypically false spring day. Outside 

the White House, camera men sat on the 
grass, feeding peanuts to the squirrels, The 
sun beat down on the quiet scene with a pleas- 
ant warmth. Occasionally a gust of wind 
ripped around the corner of the executive Of- 
fices as a sign of the kittenish temper of the 
weather. 

Inside, a hundred newspaper men shuffled 
about the anteroom waiting for the President. 
The press conference at the end of the week 
was in effect a mere formality. Enough had 
been said and written by the Chief Executive 
throughout the week to keep the presses rolling 
for days to come. 

Seated at his desk, Franklin Delano Roose- 
velt puffed at a cigarette. His face showed the 
strain of the preparation and delivery of his 
several messages to the new Congress. 


. _ There was little he 
Affairs of State could say. The things 
That May Never he might have spoken 


Be Public News _7°0Ut:_ such as the mys- 

terious visit of Ambassa- 
dor Phillips in Italy to Il Duce and the provo- 
cative rumors of a report on European aviation 
sent to him by Charles Lindbergh, remained 
bottled, maybe for another time, maybe forever, 
maybe for the day when the state papers of his 
administration would go on view at the pro- 
posed Hyde Park museum. 

It would have been nothing short of a miracle 
if the President had not shown some signs of 
a slight physical exhaustion at the close of one 
of his most arduous weeks in office. 

When on New Year’s eve he raised his glass 
to toast “the United States,” he was not un- 
mindful of the speech he was to make a few 
days later to the members of Congress and to 
the people of the nation, and to whatever peo- 
ple in the world still had the right to tune in 
their radios to programs of their own choice. 

On the day of the joint meeting of Congress, 
the familiar black Presidential limousine drew 
up to the Executive Mansion. Out of the door 
came Mrs. Roosevelt; the President’s mother, 
Mrs. Sara Delano Roosevelt; his uncle, Fred- 
eric Delano, and Mrs. James Roosevelt and her 
daughter Sara. Stepping out of the White 
House came the President in a plain gray suit, 
with neither hat nor overcoat. 


| 
| 
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AFTER THE SPEECH 


President Roosevelt, in a jovial mood, is shown 
leaving the Capitol after delivering his message 
to the opening session of the 76th Congress. 











It was a short ride to Capitol Hill. Just one 
mile, 

It was a rather lengthy speech he made on 
Capitol Hill. Probably one of the most impor- 
tant in his career as Chief Executive, 

The message was rebroadcast in many lan- 
guages via short wave, Over the ether it went 
in unofficial translations in German, French, 
Italian, Spanish and Portuguese, 

Down on the rostrum, the President, in per- 
fectly pitched words, scored for the Congress a 
program which embodied his social and eco- 
nomic recommendations, incorporated his atti- 
tude on the dangers to the nation from current 
events abroad. 

His address finished, he flipped the pages of 
his manuscript, took the arm of his military 
aide, posed for photographers before getting 
into his automobile, rode back that short one 
mile to the White House. 

Then things began to pop. Capitol Hill ex- 
ploded with expressions of approval and disap- 
proval. Headlines in a score of nations blazoned 
his views. (Full text of message on page 8.) 

Then other things began to pop. From the 
White House in rapid order came a message to 


+ Congress proposing a $9,000,000,000 budget for 

















1940 to arm for national defense and to spend 
for recovery. In a special relief message, the 
President asked Congress for an immediate 
$875,000,000 appropriation to provide WPA jobs 
for between 2,700,000 and 3,000,000 persons until 
the end of the present fiscal year. 

The week also found White House messen- 
gers trotting up to Capitol Hill with Presiden- 
tial nominations, the most limelighted being the 
appointment of Prof. Felix Frankfurter to the 
Supreme Court of the United States. Earlier, he 
had nominated former Gov. Frank Murphy to 
the Attorney Generalship. Another spotlighted 
appointment was the selection of former Sen- 
ator James Pope to the TVA board. 


Another reason for the 

gruelling week lay in the 
official receptions, which 
sent hundreds of persons 
to the White House in 
the garb decreed by protocol, speaking the 
language decreed by protocol and standing in 
hour-long lines for the inevitable handshake de- 
creed by protocol, 

One evening early in the week the President 
and Mrs. Roosevelt were hosts at dinner to the 
representatives of 51 foreign countries. It was 
the annual diplomatic dinner. It was one eve- 
ning when the jewel-bedecked and_tiara- 
crowned women of the Capital were outshone 
by their male attendants. Brilliant sashes and 
foreign jeweled decorations threw bold patches 
of color over most of the diplomats. 

After the dinner, hundreds of additional 
guests crowded into the White House for a pro- 
gram which brought music from the fingers of 
the renowned violinist, Mischa Elman, from the 
throat of a soprano, Helen Jepson, trom the 
feet of dancer La Trianita. 

Two nights later the President and Mrs. 
Roosevelt were again hosts at a mammoth re- 
ception in honor of the Federal judiciary. Once 
again the stiff uncompromising formality of 
Capital society had the Chief Executive shak- 
ing hands with almost a thousand guests. 

At the week-end, the duties of being Chief 
Executive were shelved long enough for the 
President to attend the christening of his 
youngest grandchild, Franklin D. Roosevelt, 
III, the son of Franklin D. Roosevelt, Jr., and 
the former Ethel du Pont. DereExK Fox. 


Pomp, Ceremony 
At White House 
Reception 





—Harris & Ewing 
MILITARY STRAWS IN THE WIND 
Rep. J. Buell Snyder, of Pennsylvania, Chairman 
of a subcommittee in charge of the Army appro- 
priation bill, is of the opinion that his committee 
will be inclined to appropriate something like 
$100,000,000 more this year for national defense 
equipment than it did last year. Then the appro- 
priation was $463,000,000—a peace-time record. 
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FEDERAL RELIEF: 
A NEW POLICY? 





Congress tackles the relief ques- 
tion anew. What will be the future 
policy? The problems and proposed 
solutions. 











NGRESS is now faced with the problem of 

deciding what to do about relief for the 
unemployed. And the problem centers on th2 
Works Progress Administration. 

The subject of work relief is thrust upon Con- 
gress this early in its session because WPA’s one- 
and-one-half-billion-dollar bank roll will be ex- 
hausted at the end of January. 

In order to maintain the WPA program until 
the end of the fiscal year, June 30, President 
Roosevelt has asked a deficiency appropriation 
of $750,000,000, plus another $125,000,000 to cover 
any carry-over into the next fiscal year. 

The President specifically asked that he be 
given the same discretion in apportioning and 
spending this money that he was given under 
the original grant of WPA funds. 


Congress May Balk 


At Grant of Power 


However, Congress has demonstrated an inde- 
pendent attitude and a disposition to limit its 
grants of discretionary power to the Chief Ex- 
ecutive. 

The President apparently recognizes this ac- 
titude, because he also told Congress that the 
subject of handling work relief might be wor:hy 
of study when the WPA appropriation for the 
next fiscal year is discussed. 

An outline of the Administration’s plans for 
WPA is contained in the President’s Message on 
the State of the Union and the message asking 
for the deficiency appropriation. 

The Administration hopes tq continue WPA 
as a vital link in its spending program to stimu- 
late recovery. 

On Dec. 31 there were 3,075,000 persons on 
WPA rolls. The Administration expects the rolls 
will average three million until April and then 
will taper off until they hold only 2,700,000 next 
June. 

This program calls for somewhat less WPA 
spending than in recent months. Industrial re- 
covery and PWA spending are expected to take 
up the WPA slack. 

Congress has shown little tendency to reduce 
WPA operations to any further degree. 

Yet the same Congress has shown an interest 
in formulating new policies for WPA ad- 
ministration. 

There has been widespread criticism of the 
connection between WPA and politics—a criti- 
cism formalized in a report of Senator Shep- 
pard’s special investigating committee. (De- 
tailed article on page 13.) 

Bills already have been introduced calculated 
to take relief out of politics, and observers feel 
Congress may do something along this line 

One of these bills proposes that the whole ad- 
ministration of work relief be turned over to the 
States and handled by non-political boards. 

The President has put his foot down flatly on 
this plan, claiming that it would do nothing 
remove relief from the political sphere. 


Plan to Apportion 


Funds is Considered 


Instead, Mr. Roosevelt has asked Congress to 
adopt statutory regulations and penalties. These 
regulations, Mr. Roosevelt contends, should ap- 
ply to “outsiders” as well as Government em- 
ployes. The President places most of the blame 
for political abuses of WPA on “outsiders.” 

There also has been agitation to take the vote 
away from those on relief, but the President OP- 
poses this strongly. 

A proposal which is scheduled for serious con- 
sideration is that by which Congress would lay 
down a formula for the apportioning of work 
relief money over the country. 

Previous WPA grants have given the Chief 
Executive broad discretion in discharging this 
function. It is this discretion which Mr. Roose- 
velt wants continued with the deficiency appro- 
priation. At the same time he grants it may be 
worthy of study before any new appropriation 
is made, 
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Authority. Opponents of TVA | been borrowed by the Government, Then, in addition, there are more rp : ; : 

= ade plans to contest | ; than three billion dollars in loans the Administration of Herbert %4!ded as poor risks. Yet more than 

pole Gites, F and investments through the Recon- Hoover. This agency has made loans $51,000,000 of this total has been iF 

that nomination; but confirma- struction Finance Corporation and of more than six billion dollars. | Paid back from four to five years ia 

tion appeared likely. What Government has to other Government agencies that the Those who opposed Government | Defore it was due and the Farm 1g 

. . . . ; ; ; Secu j j ; 4 > 

The Senate Campaign Funds show for its deficits. President expects to be repaid to the banking operations contended that E rity Administration estimates ff 

wing ; . Government. at least 50 per cent of these loans | ‘hat 80 per cent of the total will be be 

ID Commitese brought another dis- W ealth-creating expendi- would be lost to the Government. | ‘ePaid. ‘ 
lan pute into focus by condemning ; : New Highways Added Today, however, Jesse Jones, chair- From these experiences, the Presi- 

ro “unjustifiable political activity” tures. The President’s new | | man of the RFC, confidently predicts | dent’s advisers are drawing the . 

ma in WPA during the recent pri- } conception of the use of | to Our Resources that every dollar of Government | conclusion that tl.e National Govern- ee 

ike mary and election campaigns. | oy | Nearly two and one-half billion Next Sarum beady Maeno my Se yey ree shift its oper- i 
; ° } . : xt Cé me Owners’ Loz ations from i i ° 

- Several Congressmen _ seized e Federal buag dollars a of ~~ coe — Comemniias- uae the tae Awe aa 4 rn hye ot ng 

> have been built with the funds ra ore F | ing ' ' 

i. apes the rapert - ™ —— through increase in the public debt, Administration. These two agencies They emphasize what they regard 

— for turning relief administra- and then spent, were regarded as | and these roads are regarded as a —e oy billion dollars worth | as the opportunities for very large ‘ 

tion over to the States. | dollars lost, leaving behind no tan- | national asset, not a loss of public of urban and rural homes. These | loans to promote low-cost housing 

loans all were on property that was | and to encourage home building by a 
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[Continued from Page 1.] 
dent toward his nomination of 
former Senator James P. Pope, of 
Idaho, to the Tennessee Valley 


But the President insisted 
anew on Federal administration, 
declaring that politics in relief 
could and should be eliminated 
by Congressional statute. 

Indications increased _ that 
Congress at least would try to 
take over the relief purse-strings. 
Senators at work on the question 


iiemsqraz WWHAT THE GOVERNMENT IS BUYING 


WITH ITS MANY BILLIONS OF BORROWED MONEY 


RESIDENT Roosevelt, at the sug- 
gestion of his highest advisers on 


financial policy, intends now to sell 


the country on a new conception of | 


the Federal Government’s debt. 
This new conception is based upon 
the view that the Government is 
comparable to a giant corporation, 
with a balance sheet all of its own. 














gible wealth and no values. A def- 
icit has been looked at as something 
to be avoided at all costs. 

But now President Roosevelt, for 
the first time in any budget, seeks 
to show the people that for a large 
proportion of the borrowed dollars 


+ 
| 
| 

In the past the dollars that have 


velt now tells the people that in 


exchange for those borrowed dollars 
they have, first of all, more than 
four billion doilars’ worth of public 
works. These public works include 
giant dams and slum clearance hous- 
ing projects and public buildings and 
other wholly Federal projects that 
represent an improvement in the 
physical plant of the nation. 


money. Mr. Roosevelt estimates that 
the Civilian Conservation Corps has 


| provided the nation with two and 


that have been spent there are real | 


assets that represent a dollar’s worth 


of value for each dollar that was | 


borrowed to be Spent. 


To make his point, the President 


one-half billion dollars’ worth of 
value in the work that this corps 
has done. 

WPA, costing more than eight bil- 





lion dollars in five years, is providing l 


the nation with at least two and one- 
half billion dollars’ worth of per- 


| 


manent improvements, according to 


the President’s figures. 


Then, an- | 


sixteen and one-half billion dollars’ 


worth of solid assets, most of them in | 
the form of actual physical proper- | 
ties, to show for the 28 billion dol- 
lars of new debt created during the 
depression period. Those are what 
might be called wealth-creating out- 





RETURN TO THE LEGISLATIVE WARS 
Vice President Garner (right) extends a warm hug of congrat- 
ulation to Democratic Senator Carter Glass of Virginia, who cele- 
brated his 81st birthday as the new Congress got under way. As 
sprightly as any of his younger colleagues, 
“unreconstructed rebel,” decided there wasn’t any 
over his birthday, preferring to save any 


known as the 
reason to make a “fuss” 
fussing for the work ahead. 


lions’ worth of conservation; 488 mil. + cial affairs are urging that the na- + 


lion of WPA projects and 366 million 
of local public works. These are set 


down as tangible assets and their 
total is nearly two billion dollars. 

To emphasize his point, the Presi- 
dent said: 


Harris & Ewing 





Senator Glass, 





tional Government go much farther 
in the use of Government credit on 
a banking basis rather than on the 
basis of outright spending for proj- 
ects that do not yield a return. 

These advisers point to the Gov- 
ernment’s experience in banking 
operations. 

First, there was the Reconstruction 
Finance Corporation, created under 


in default, representing the poorest 
risks in the country. Yet today HOLC 
expects to pay out 100 per cent and 
FCA is confident that any losses suf- 
fered by it will be small. 


The Government loaned money for | 
self-liquidating public works projects | 


of one kind or another and loaned 
money to local governments. Those 
loans since have largely been mar- 
keted at a large profit to the Gov- 
ernment. On one recent sale of 


| 


The most striking experience of 
the Government in its banking oper- 
ations, however, has occurred in loans 
to hard-pressed farmers. The Fed- 
eral Government has loaned $209,- 
366,000 to 647,000 farm families who 
would have been forced to accept 
lelief if they had been denied the 
loans. These families were all re- 


individuals. They are exploring ways 
to loan money to the railroads and 
to the public utilities. 


Seeking to Absorb 
the Unemployed 


In other words, these advisers of 


| the President are convinced by a 


program of investment the Federal 
Government can produce sufficient 


prepared to recommend a method 
of distributing relief monzy that points out that in ten fiscal years | other one and one-half billion in | lays by the Government. + “We have not been throwing the | $13,000,000 worth of bonds against a | Tecovery to absorb the bulk of the 
would leave little discretion with from 1931 through 1940 the United value is held to come from grants | Mr, Roosevelt, in his budget for taxpayer’s money out of the window | public works project, the RFC made | Unemployed and in that way reduce 
States Government will .have gone made by the Federal Government t | the next fiscal year, beginning July or into the sea. We have been buy- | a profit of more than $1,000,000. Government expenses for relief by 

at least one billion dollars while 


the WPA authorities. 

The former administrator, 
Harry L. Hopkins, always op- 
posed that step. Instead of hav- 





into debt more than 28 billions of 
dollars. Those are dollars that com- 
monly are regarded as gone, leav- 
ing nothing behind except the bill 
to be paid. 








local and State governments to fi- | 


nance the building of schoolhouses 


and electric power plants and other | 


public improvements. 
Altogether, under the President's 











1, estimates that the Federal Govern- 
ment will fall short of a balanced 
budget by three and one-third bil- 
lion dollars. But in exchange for 
that borrowed money the nation will 
get, according to the President’s fig- 


ing real values with it. Let me re- 
peat: The greater part of the budge- 
tary deficits that have been incurred 
have gone for permanent, tangible 





additions to our national wealth. 
The balance has been an investment 


Fate of Crop Loans 
Viewed as Uncertain 


Government loans are being made | 


for low-cost housing projects and 


causing the national income to rise 


sufficiently high to yield tax revenue 


that will balance the budget. 
Activities of the RFC and of the 
U. S. Housing Authority with its 
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A BALANCED A BALANCED 
BUDGET IN BUDGET IN a 
VIEW MESSAGE 1935 JU ws 
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GRESS pa 
TO izati 
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 gpwnsnete ROOSEVELT’S message, de- | Tt 
livered at the opening of Congress, is char- ‘| $4.85 
acterized by 65 per cent of commenting news- $4.63 
papers as “the third New Deal hiding behind - 
defense needs.” pone 
In the judgment of 35 per cent of the press, the 
it is an eloquent plea that the nation unite its | F to . 
forces in the cause of defense against dictator- -_ 
ship and foreign aggression. | eet 
A majority of the editors insist that while the | a BALANCED A BALANCED trad 
United States is fully convinced that prepared- | BUDGET IN a doub 
ness is the immediate need, there is no clear | = 
mandate for free spending. “ss 
R nament The lesson of the re- | Unit 
— cent election is read into 
Plans Are Given a large number of inter- ER, 
Wide A “ae pretations of the national | 
— need. “The people will | p 
decide,” is the conclusion of a substantial num- 
ber of newspapers on all Executive proposals | No 
except that of rearmament, which is almost | over 
4 } ing t 
unanimously accepted as the need of the mo- ne: 








othe! 


A BALANCED = 
BUDGET WHEN Th 
NATIONAL INCOME to b 


ment, 

Defense of the democratic form of govern- 
ment is appraised as a convincing part of the 
message to which most Americans give their 
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eppeere IS 80 BILLIONS ritor} 
The economic problem impresses the Balti- be aaah 
more Sun (Dem.), as it gives the advice: “If, come 
sions 


| 
with his legislation on the books, he would now | 
give impartial and predictable administration, 

private initiative and private enterprise again 





ITA 


: Me 


J ' , would demonstrate its powers, even though part 
KISS THE BOYS GOOD-BY! ; of the legislation be unwise. It is the business 


i 1 the Scripps-Howard Newspapers 
ve inate. scala oa of Congress to help Mr. Roosevelt to understand 











this fact, made abundantly clear in the story of | ee. 
our national life.” | oe 
, a - - Presi 
‘ “Europe treasures its 
» € 7 a) 

A Plea to Keep hates and loves its wars,” ALL OUR YESTERDAYS psc 
America Out of declares the New York | Cartoonist Elderman for the Washington Post to Eu 
Daily News (Ind.). may | 


“There is no more reason vom 
life o 


why we should join Europe in that sucidal paene 4 The 
idiocy at this time than there ever has oe ls) eee EEE GRRBEEEEUES ; amen 
been. ... Eventually, of course, the anti- | aaeaiia 
democracies may gang up on us and we may 
have to fight, which is why we are for arming 
this country enough to meet any emergency 
foreseeable by level-headed naval and military 
men, and for keeping it everlastingly so armed. 
“With what the President said about domes- 
tic affairs . . . we are in unqualified accord. 
That part of the message, we thought, was an 
enlightening and inspiring restatement of the 
high aims and philosophy of the New Deal.” 


Europe’s Wars 





“We agree so heartily with the President's 
eloquent defense of democracy,” states the New 
York Herald Tribune (Rep.), “and with his plea 
for rearmament, that it seems to us a national 















































tragedy that he should attempt to use these 
ideals and their safeguarding in What we can 
only consider a desperate effort to postpone the 
New Deal’s inevitable financial collapse.” 
“This is a new Roosevelt,” asserts the Los 
Angeles Times (Rep.), “and one whose some- 
what chastened attitude seems to reflect the 
lessons of the purge that failed, the election 
that went wrong, and the billions spent without 
tangible return.” 
A Disagreement et ee 
President on matters of 
With Executive’s national defense,” con- ; 
me Dometic: Plans tends the Philadelphia Won + 
. ~ Evening Public Ledger THIS SHOULD BE NO. 1 PROJECT FOR 1939 
A VERY ANXIOUS SEAT (Rep.), “and of opposition to dictatorship and Cartoonist Mergen for the Miami Daily News 
Cartoonist Duffy for the Baltimore Sun aggression and bad faith in international deal- £ aed 
ings does not mean that the country is unitedly We name 
behind other policies which he attempts to put Mooliad 
AN ‘oO. K , FOR DR. FRANKFURTER into the same general picture. It does not mean fellow was 
° agreement that the country needs bigger and orion, ts 
RESIDENT ROOSEVELT'S appointment ¢ of mind of the*new member of the Supreme better Government spending. It does not mean ings will" 
P of Prof. Felix Frankfurter of Harvard as | | Bench: “Some have said that he is the spiritual yagreement with his Administration's labor poli- Way out. 

é : een Dimceme Cah ot tae | son of Mr. Justice Holmes.” cies. l 
Associate eat » P ree “He has one of the great legal minds of Amer- “It does not mean acceptance of his peculiar oe whens 
United States is approved by the shine . ica,” says the Philadelphia Evening Public economic thesis that, while the United States ably doesa 
expressions of admiration for the appointees Ledger (Rep.). That paper, reviewing his po- may have only a $60,000,000,000 income, the Fed. — s oe 
greatness in the legal world. sition in the Harvard Law School, holds that ;‘in eral Government should act as though the in- ~ nhs 

The new Associate Justice is credited with a that position he laid the foundations for his come were $80,000,000,000. And many still be- To suppl 
philosophy which touches the life of the nation,  >reat reputation as a legalist and writer.” lieve that the country can get along without his “ a id 
with the ability to carry on the finest traditions “He has the juristic wisdom,” in the opinion of Reorganization Bill.” pe can bos 
of the Court, and with a legal training which the New York Herald-Tribune (Rep.), “to func- “That all he says about need of defense prep- 
makes him a brilliant figure among the leaders | |;_, calmly and impartially in continuity with aration is true,” according to the St. Louis 
of his profession. | the past and, as well, a statesmanlikv knowledge Globe-Democrat (Rep.), “cannot be denied, nor 

“There is every reason to believe,” according | o¢ the Government and its problems to shape the is there any substantial objection in this coun- 
to the Philadelphia Evening Bulletin (Rep.), | Constitution with the present and toward the try to such means and measures of defense as 
“that the brilliant lawyer that Felix Frankfur- | future.” the circumstances plainly call for. Whether 
ter has been will develop into an eminent Jus- | «His appointment,” as viewed by the Phila- what he will propose to Congress in a later 
tice, carrying on in the best tradition of the | delphia Record (Dem.), “is the climax to a life- message will warrant full support will depend ' pa 
High Court.” | time of study and devotion.” upon its reasonableness, His recommendations ne Housed 

“Dr. Frankfurter’s philosophy is his own,” «] eaders of the bar, whether they be liberal should be considered with the calm, cool judg- HOUSEHc 
states the Baltimore Sun (Dem.), “and could | or conservative. will agree that no other man ment of a determined but unfearing patriotism. 919 N. Mic 
well differ, and does differ, from the doctrines | jn this country is so eminently qualified to sit “As yet there is nothing on the immediate | Please send 
of the President in several respects. He is no | jn our Highest Court in the place filled by Mr. horizon to get excited about.” | ae 3 Ne 

‘yes man’.” Justice Cardozo and, before him, by Mr. Justice | (President's message is printed in fuil text on THE AGE- OLD STRUGGL E a 
The Sun says further regarding the quality | Holmes.” | page 8.) Cartoonist Bressler jor the Paterson Evening News Address 
a j @ 














son than to give somvone 
The Mikado is 


chance at the helm. 








Congress on the state of the Union. 


biggest merchant and so American 





buy almost half again as:much from 


ise ern denchted The United States News ‘ 
| How the Nations ~~ 
News-Lines AROUND THE WORLD: “7! °°" | TRADE PENALTIES AS A POSSIBLE CURB 

ie p b 
oor SAVING BRITISH POUND = Annual Message) ON DICTATORS: A “TWO-EDGED SWORD’ 
GREAT BRITAIN i Tae es cnecee ‘promi | cane baiieas aeienatie) ee eae ee ] ‘aoeee on dupane Mleemeean eee 
+ CoveRNmenr steps in to sup-| Tn. wr cnc ements ters | ee STE ea eee eine Fa A 
: . ; s apan, Germany and Italy—together 


port currency. 


British officials have acted swiftly 
to stop the downward course of the 


the supreme arbiter of Nipponese 


policy, though the personal convic- 


Most significant for foreign eyes 
and ears are three passages in the 


exports are important to the daily 








this country as they sell here. In 


1937 they bought about 490 million 


fi yound sterling by transferring 1.7 tions of his premiers may change | President’s speech: his criticism of ye 

billion dollars in gold to the Equal- from time to time as cabinets are re- the earache cf the Neutrality Act Sees SEOs eS guels Gate Sees 
ization fund where it can be used organized to nations that are victims of aggres- Embargo the dictators? mang was onbe culy eles. 96 El 
a support the British currency unit | , ion, his mention of a an he ‘ oe ee ee eee 

( | s > 

The pound’s drop from a value of - = 9 | stronger national defense, his praise Who would suffer by | That means that Americans have 
$4.855 last July to a value of only | | of ania and warning to dic- trade curbs? | almoss Delf Se taach sneve to late Gy 
$4.63 last week caused alarm not | GERMANY | tatorships. + sagees Seues Sy Sete Sa ae 
only in England but in the United : ‘ ' ; | Cheers of approval for the speech A two-edged sword for have the Germans, the Italians and 
States. The rp = agen on. Go ERNMENT plans to build | ,2ye come from British, French, democracy. oe Pa 
rency robbed of their value some o more submarines. Russian, and Loyalist Spanish news- ane a ae ray be 

affecte the flow of goods from 


the concessions Great Britain made 
to the United States under the re- 





Germany’s request to Great Britain 
for the right to build submarines 


papers, while condemnation of its 
thesis was voiced in newspapers of 








life of men and women all over the 





American shores to the “dictator” 
States were interrupted. 


cently signed trade agreement. With = : Germany, Italy, Japan and Insurgent 

. the British currency so cheap, and = B limit gg 4 — Spain. earth, Chief of these industries is cotton, 
United States tariffs lowered by the ee we wea # a Almost without precedent in Brit- In addition, the United States is In 1937 American cotton growers pre- 

—Wide caused consternation not only in ; one of the world’s biggest customers, sent a bill for 50 million dollars to 


| - ' ‘s ; 

: — wie epmpatnete samner | te Generalissimo Francisco Franco, the | borrow money here in case of war. 

, President Roosevelt's suggestion, Japan has changed political quar- | Insurgent commander, rush troops Hints in the speech that the Unit- | to the black list. = MADISON AVENUE AT 43RD STREET, NEW YORK 
transmitted by American Ambassa- | terbacks again with the replacement | pack to the Estramadura front to ed States might penalize aggressors Blacklisting an aggresor nation = Adjoining Grand Central 





trade pact, British goods have a 
double advantage in the American 
market. while American exports to 


World 
AMBASSADOR PHILLIPS 
Asked haven in Ethiopia for Euro- 








Great Britain but elsewhere as well. 
The treaty permits Germany 45 





bod 





thus holding power over the export 
trade of other nations. 
President Roosevelt’s plea to Con- 








—Wide World 





Germany, 61 million dollars to Japan, 
and 33 million dollars to Italy. Amer- 
ica’s cotton surplus is now the heav- 


Britain become more expensive, in pean refugees. per cent of British submarine ADOLF HITLER 
spite of lower British tariffs on | members of the Fascist party, go to | ee by perro and 100 per _ —_ py a on ~ German Chancellor, who may an- | jest in the country’s history. Loss of 
United States goods. Ethiopia to make a fortune or get | UNG@er Special circumstances. er- ate o e Union that “we avo swer President Roosevelt. Sales to these three countries would 
es te experience in administration. Young | ™@2Y now intends to invoke the any action or lack of action which complicate the cotton problem by 
Italians who stand well with the | “SPecial circumstances” clause. Al- will encourage, assist or build up aN | be ysed. Most stringent of all pos- | Shutting off three important mar- 

aggressor” may come to mean that kets. 


FRANCE 


| gp eae age inspects Tunis de- 
fenses, tours North Africa. 





No French flags have been waved | 


over the Suez Canal or Djibouti dur- 
ing the well-publicized trip of Pre- 
mier Daladier to Corsica, Tunis and 
other French areas in the Mediter- 
ranean basis. 

This leads appeasement advocates 
to believe that, though the French 
will not yield one inch of French ter- 
titory in the Mediterranean to Benito 
Mussolini, they may be willing to 
come to terms with him over conces- 
sions at Djibouti and the Suez Canal. 


xk 


ITALY 


 enacertes ponders Ethiopia | 


Jewish haven. 
Benito Mussolini 


dor Phillips, that Ethiopia be opened 
to European refugees. But Il Duce 
may have been thinking of the stake 
young Italians have in the economic 
life of Ethiopia. 

Thousands of young men, favored 


is reported to | 


” | 


regime are active in the hide, cotton, 

tobacco and metal trades in Ethiopia. 

They don’t want Jewish competition. 
x * * 


EL SALVADOR 

ONRESS extends President's 

term for six years. 

A bizarre postscript to the Lima 
conference of Pan American repub- 
lics is the news that the Salvadorean 
Congress has extended for six years 
the term of President Martinez, 
which was supposed to end March 1. 

The Salvadorean action, making 
another Central American President 
a de facto dictator, follows swiftly 
after the American pleas at Lima for 
support of “democracy” in the west- 
ern hemisphere. 

x * * 


JAPAN 


ONOYE out, Hiranuma forms | 


new cabinet. 


of Premier Prince Konoye by Baron 
Hiranuma, and the rest of the world 
is trying to decide whether the new 
leader is a “fascist” or just another 
premier. 

Behind the cabinet 


shift is this 
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No Lives Lost— 


but hospital bills will take 
more than their savings! 


| uses heavy, ocean-going vessels while | 





ready Germany has more submarines 
than Great Britain, though only 45 
per cent of British tonnage. Britain 


Germany builds light “pocket” sub- 
marines, good for use in the Black 
Sea. 

* 
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SPAIN 


OYAJISTS begin counter at- 
tack south of Madrid. 


Shrewd strategy, pointed not only 
at Insurgent Spain but at Germany 
and Italy as well, lies behind the new 
Loyalist drive on the Estramadura 
front. 

The attack, intended to relieve In- 
Surgent pressure in Catalonia, is 
aimed at the rich mining area where 
Germany and Italy have a dominant 
interest. The expectation is that 
Rome and Berlin may insist that 


protect the strategic mineral-bearing 
area. 








oe —-y 
NEVILLE CHAMBERLAIN 


Praised Mr. Roosevelt's criticism of 
dictators. 





ish history is the formal statement 
| issued by Prime Minister Chamber- 
lain in praise of the message. Any 
modification of the Neutrality Act 
along lines suggested by President 
Roosevelt would presumably allow 
Great Britain to buy supplies and 


by a trade embargo cause alarm in 
German trade circles, 


the United States will trade only 
with its friends. 

When President Roosevelt tells 
Congress—as he did last week—that 
“war is not the only means of com- 
manding a decent respect for the 
opinions of mankind,” many mem- 
bers of Congress immediately begin 
thinking in terms of trade penalties 
on aggressor nations, 

Their thoughts, as revealed by pri- 
vate comments in Capitol corridors, 
turn to three nations: Japan, Ger- 
many and Italy. 

If the President’s admonition be- 
comes law, the country may find it- 
self in the position of refusing to do 
business with these three nations. 

Already Germany is on the State 
Department’s black list, which means 
that Germany does not enjoy the low 
tariffs extended to al! other coun- 
tries by the trade agreements pro- 
gram. Official suggestions already 
have been made that Japan be added 


——G 





would be a mild penalty compared 
to other trade measures that might | 





sible trade weapons would be an ab- 


| solute embargo—a complete ban on 
| all trade. 


What would be the effect if the 


Other industries that would suffer 
from an embargo are oil, copper, ma- 
chine tool, aircraft, iron and steel. 
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SKIING IS EXCITING! 
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1GHT 
CAMEL 


But don’t let nerve tension spoil your fun... 


















HUNDREDS OF SKIERS have made 
their début to this fascinating winter 
sport under Hans Thorner’s expert guid- 
ance. One skiing principle he stresses is: 
“Don't let your nerves get tense, keyed- 
up.” His advice to pupils: “Pause regu- 





l the loan h rom you? . Skiing expert and director of the 
| prep Lah ge ohana noms a advises HANS THORN ER Mount Washington (N.H.) Swiss Ski School 


DOWN-HILL 
CHRISTIANIA 





























“JUMP-TURN 









MODERN SKIING is a telling test 














BETWEEN ORGANIZING CLASSES, checking up on equipment, 
giving exhibitions, and arranging a host of other activities, 
there’s plenty of nerve strain in Hans Thorner’s day too! 

































larly —let up —light up a Camel.” 































ofskill, stamina,and nerve-power. . , . 
It's a tough break for Jack who works in your basis and at reasonable cost. They repay their | Nerves simply must not waver. A rg heen hiss taking ve advice about eae - 
shipping room. He’s acareful driver but the other loans in 10 to 20 monthly installments which Skiers, particularly, know how avos ume tense, jittery. Hes letting bint ha ight up a 
fellow wasn’t. Now his wife and daughter are in average less than 7% of monthly income. Last | well it pays to protect their Camel. It’s a grand way to break nerve acme says Thorner. 
the hospital. They'll recover but the bill is going year this service helped more than 700,000 mea |} nerves—to rest them frequent- I find Camels quite soothing to the aerves. 
: ¢ , ’ . : . 
to be a big one—far more than the family’s sav- and women to meet money emergencies. ly — by letting up —lighting up 
ings will take care of. A loan seems the one To borrowers Houschold also provides gt id- a Camel. i ees es 
way out. ance in money management and better buyman- ; 
Loans for emergencies ship—shows them how to save on daily pure eee Ween - 
But wt . a ed chases and get more out of limited in 
“ where is Jack to get it? Your company prob- 4. ehold’s practical publications dev« 
- doesn’t make such loans to emplovees His cits week ate gow cnéd a: cexte in 1 
i 1s have their own problems to solve. The schools and colleges. | 
aox will require collateral which Jack doesn’t : 
Own, or co-signers he can’t readily get. Interesting booklets free 
To supply loans to wage earners like Jack—to Wouldn't vou like to know more about this se 
a es without bank credit—is the function of _ ice which helps answer the money problems faced 
Houschold Finance. From Household these peo- by your employees? The coupon will bring you 
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CONGRESS’ MILLS BEGIN TO GRIND: 
THE ISSUES THAT FACE NEW SESSION 


row that the first week’s formali- + 169 seats in the House and 23 in the + cussion, are: 


ties are over, Congress faces one 

of its most exacting sessions. 
There ‘is little new legislation to 
pass. The hardest job of the session, 
as President Roosevelt intimated in 
his annual message, will be to make 
old laws work better. Social Security 
will have to be revamped, the Na- 
tional Labor Relations Act may be 
modified, Governmental reorganiza- 
tion will come up for attention and 





Varied and important 
tasks are started by the 
new Congress. Taxes, de- 
fense, spending, relief, age 
pensions are only a few of 
the outstanding matters for 
legislative action. 

A summary of the law- 
makers’ big job for 1939 is 
given here. 











the railroad problem must be consid- 
ered. 

Apart from that there is little new. 
The annual tasks—taxes and appro- 
priations—will reappear and will oc- 
casion important differences of 
opinion. But that will not be the 
hardest job for Congress. 


Making the Laws 


Function Smoothly 

Chief difficulty will come in satis- 
fying the country’s demands for bet- 
ter functioning of existing laws. 

This demand was voiced by Presi- 
dent Roosevelt when he told Congress 
that “our full energies may now be 
released to invigorate the processes 
of recovery in order to preserve our 
reforms, and to give every man and 
woman who wants to work a real job 
at a living wage.” 

But coping with the demand will 
be almost exclusively the task of 
Congress. 
plified by the new Administration 
policy which is; by and large, to keep 
“hands off” the details of legislation. 
The President this year prefers to 
make general recommendations and 
let Congress wrestle with the details. 

The curtain rises on the nation’s 
seventy-sixth Congress to find the 
lawmakers in eager anticipation of a 
hectic session. 

Most eager of all are the Republi- 
cans, who return to the Capitol with 


Its work will not be sim- | 











Senate. Encouraged by this stronger 
representation, the Republicans 
make no secret that they are feeling 
their power. This was evident when 
a lusty cheer rose from their ranks 
during the President’s annual ad- 
dress as he used the word “balance” 
when describing the kind of budget 
that he does not favor this year, 


Comment on the annual message 
in Congress divided on party lines, 
with one notable exception—defense. 
Republicans as well as Democrats 
appeared inclined to favor a modest 
increase in the defense program, 
though the Republicans assumed a 
“show me” attitude. 

But on domestic questions there 
apparently will be no harmony. The 
nine-billion-dollar budget sent to 
Congress in the President’s budget 





NTENDED victims of the Presidential “purge” prior to State 

elections turned up on front row seats at the Senate Demo- 

cratic caucus. Well pleased with the way things were going were 

(left to right) Senators Millard Tydings, of Maryland, and Walter 
George, of Georgia. 





Defense, relief, spend- 
ing. 

Tied closely to these topics are 
side issues such as the new Presi- 
dential appointments and two im- 
portant committee reports. 

“We are a tougher nation than we 
were in 1929 or 1932,” the President 
told Congress when he spoke before 
a joint session of both Houses. 

The present mood of Congress ap- 
pears to be to agree with him and 
perhaps even to go him one better 
on that score. 

In the instance of the report on 
un-American activities offered by the 
Dies committee, however, a sizable 
group of Representatives appears 
ready to go the Administration one 
better. 

The report singles out Secretary of 
Labor Perkins, Secretary of the In- 
terior Ickes and the new Attorney 


—Harris & Ewing 


THEY BROUGHT THEMSELVES BACK ALIVE 


- The United States News 


January 9, 1939 


—. 
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message was condemned by Republi- 
cans as excessive spending, but sup- 
ported by most Democrats. 

As Senate and House quickly dis- 
pense with routine business such as 
naming floor leaders and composing 
the various committees, the main 
threads of thought become apparent. 

Messages from the President 
dramatized the three topics that 
stand out as centers of attention at 
the Capitol. 

These topics, in the order of their 
probable importance in public dis- 








THE FLOOD OF BILLS: 
WHAT THEY PROPOSE 


ILLS and resolutions, the begin- 
ning of all Congressional legis- 
lation, set a quick pace in the first 
two days of the new session. They 
trooped into the Senate and House 
at the rate of nearly six a minute in 
that organizing period. 

The aggregate, 2,183 proposals of 
all kinds, from constitutional amend- 
ments to private pensions, is not 
a record as Congresses go, but it is 
close to the top figures at the oven- 
ing of many past sessions, 

The unenacted legislation of the 
75th Congress died with the opening 
of the 76th, for all pending bills die 
with the expiration of a Congress. 
And so, similarly foredoomed, are 
many of the new measures. 


Age Pension Bills 


And Tax Proposals 


Senate Bill No. 3 is the first of the 
procession of measures to liberalize 
the old-age pension laws. Its spon- 
sor, Senator Pepper (Dem.), of Flor- 
ida, said it is designed to give se- 
curity to the aged and to eliminate 
the necessity of those over 60 com- 
peting with younger folks, and it 
would, he added, “boost business by 
increasing purchasing power.” Other 
proposals, patterned after the Town- 
send old-age and “30 dollars every 
Thursday” program, will flock into 
both houses during this session. 

House Bill No. 1, sponsored by Rep. 
Patman (Dem.), of Texas, is for an 
excise tax on retail stores. 

Taxes was the subject of various 
proposals. Senator Vandenberg 
(Rep.), of Michigan, proposed freez- 


ing pay-roll taxes under the Social | 


Security Act at one per cent, in place 
of graduated pay-roll levies. Repre- 
sentative Sheppard (Dem.). of Cali- 
fornia, introduced a bill for a 2 per 
cent gross income tax to finance a 
general welfare old-age bill. Repre- 
sentative Ludlow (Dem.), of Indiana, 
would repeal the undistributed profits 








tax and reenact a compromise for it. | 


Neutrality bills were introduced by 


Representatives Ludlow (Dem.), of 
Indiana, and Maas (Rep.), of 
Minnesota. The former would 
authorize the President to 


warn Americans they travel at their 
own risk when going on vessels of 
a@ belitgerent nation and would for- 


| 


_ vestigate the silver program 


bid exports, loans and credits to a 
belligerent nation. 


BILLS INTRODUCED 


A “general welfare” old-age pen- 
sion and employment bill, to raise 
and expend revenue for retirement 
annuities (S. 3), by Sen. Pepper, Fla.; 
Finance Committee. 

Uniform requirements for Govern- 
ment contracts (S. 33), Sen. Logan, 
Ky.; Judiciary. 

Requirement of Senate ratification 
of foreign trade agreements (S. 91), 
Sen. McCarran, Nev.; Finance. Limi- 
tation on President’s authority to 
modify tariff duties py trade agree- 
ments (H. R. 923), Rep. Treadway, 
Mass.; Ways and Means. 

Construction and operation of a 
canal across Nicaragua (S. 127), Sen. 
McKellar, Tenn.; Interoceanic 
Canals. 

Regulation of the defense of alibi 
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in criminal cases (S. 194); Sen. Ash- | 


urst, Ariz.; Judiciary. 

Jurisdiction conferred on circuit 
courts of appeals to revise sentences 
in criminal cases (S. 194), Sen. Ash- 
urst; Judiciary. 

Compulsory block booking and 
blind selling practices in leasing mo- 
tion picture films (S. 280), Sen. Neely, 
W. Va.; Interstate Commerce. 

Inclusion of World War service in 
railroad retirement pensions (S. 906), 
Sen. Clark, Mo.; Interstate Com- 
merce. 

Referendum on war and conscrip- 
tion of citizens for military duty 
abroad (S.J.Res.4), Sen. Clark, Mo.; 
Interstate Commerce. 

Special committee proposed to in- 
(S.J. 
Res.1), Sen.Townsend,Del.; Banking 
and Currency. 

Requisition of property in wartime 
(S.J.Res.23), Sen. Nye, N. Dak.; Judi- 
ciary. 

Exemption of publishers, editors, 
reporters and correspondents from 
punishment for contempt of court 
for refusing to reveal sources of con- 


fidential information (H.R.32), Rep. 
Curley.N.Y.; Judiciary. 
Anti-lynching (H.R.183) Rep. 


Mitchell,Ill., and Rep.Gavaghan,N.Y.; 
Judiciary. 
Appropriation of $150,000 to con- 


tinue House committee investigation 


of Un-American activities (H.Res.27), 
Rep.Dies,Tex.; Rules. 


i 


| 





| red for another year? 


General Frank Murphy, for alleged 
un-American activity. A committee 
member, Rep. Thomas (Rep), of 
New Jersey, went so far as to urge 
impeachment of Secretary Perkins | 
for what he termed neglect to en- | 
force the deportation laws. | 
! 


The President’s request for contin- 











WHAT'S IN A NAME? 














Se 
—Harris & Ewing 
Probably the busiest man at the 
Capitol in the last 10 days has been 
Ed Brown, Superintendent of the 
House Office Building. In addition 
to taking down the shingles of the 
defeated members and hanging the 
shingles of their successors, he has 
had the headache of assigning more 
preferable offices to other members. 





ued work relief spending also draws 
attention from all factions in Con- 
gress. The picture is complicated by 
the Senate Committee report on 
Campaign Expenditures which 
charges “unjustifiable political ac- 
tivity” in Kentucky, Tennessee and 
Pennsylvania during the recent pri- 
mary and general elections. 


The Spending Issue 


Comes to Front 


Spending and all its economic im- 
plications is already a center of dis- 
cussion, with Congress only a week 
old. The President’s announced de- 
termination to continue “investment” 
of Government funds for recovery 
to make this an eighty-billion-dollar- 
income nation has catapulted the 
spending question into the front row 
of legislative problems. 

Shall the Government go into the 
Is continued 
spending the way to keep the recov- 
ery ball rolling? Congress is prepar- 
ing to find the answers to these ques- 
tions. 

Secondary only to the three topics 
of defense, relief and spending are 
the issues brought to life by new 
Presidential appointments. 














of the Supreme Court of the 


ment to President Roosevelt. 

By the traditional method of fill- 
ing vacancies as they occur on the 
high bench through resignations 
and death, the Chief Executive has 
to all intents realized his desire to 
liberalize the temper of the Court. 

The appointment of Prof. Felix 
Frankfurter to the chair made va- 
cant by the death of Associate Jus- 
tice Benjamin N. Cardozo may be 
the last chapter in the story which 
began in 1937 with the President’s 
desire to reorganize the Supreme 
Court. It is expected that Senate 
confirmation will come to the newest 
appointee, the so-called “architect 
of the New Deal,” as it has come to 
the other Presidential appointees, 
former United States Senator Hugo 
Black and former Solicitor General 
Stanley Reed. 

In addition to placing men with 
ideals in conformity with his on the 


United States now owes his appoint- | 


in his contention that younger jurists 
should serve the nation. 


Confirmation of Professor Frank- | 


| furter will produce a Supreme Court 





of the following age make-up: Three 
members will be under 60 years of 





The meaning of the 
Frankfurter nomination. 
How it affects the Supreme 
Court. The story of a 
scholar. 











age, and five, a majority, will be 
under 70, the retirement age. 

The individual age chart of the 
Court is now as follows: Associate 
Justice Black, 52; Associate Justice 
Reed, 55; Professor Frankfurter, 56; 
Associate Justice Roberts, 63; Associ- 


| ate Justice Stone, 67; Associate Jus- 


bench, the Chief Executive has been | 


tice Butler, 72; Associate Justice Mc- 





Associate Justice Reed 





his in matters of liberal justice. 

former Senator Hugo Black; the second, the former Solicitor 

General Stanley Reed. His third, last week, was Prof. Felix 

Frankfurter, of Harvard Law School, considered one of the major 
architects of the New Deal. 


Felix Frankfurter 





Associate Justice Black 
—Harris & Ewing, Wide World, Underwood & Underwood 


THE PRESIDENT’S SUPREME COURT RECORD 
. ery President Roosevelt took office he has had the opportunity 
of appointing three members to the Supreme Court of the 
United States whose views can be said to be in conformity with 


His first appointment was the 








+ PAYING FOR RELIEF: 


Following is the full text of Presi- 
dent Roosevelt’s message to Congress | 
Jan. 5 on the relief situation. | 


O the Congress of the United | 
States: 

In my message of April 14, 1938, I | 
presented to the Congress certain | 
recommendations covering programs | 
for the Works Progress Administra- 
tion, for public works, and for hous- 
ing, which were designed to increase 
the purchasing power of the nation, 
to stimulate business activity, and to 
provide increased employment. 

Subsequently, in the Emergency 
Relief Appropriation Act of 1938, ap- 
proved June 21, 1938, the Congress 
appropriated to the Works Progress 
Administration the sum of $1,425,000,- ° 
000, together with certain balances of 
previous allocations to that Admini- 
stration which remained unobligated 
on June 30, 1938. By other legisla- 
tion, $23,000,000 of this appropriation 
was reserved for specific purposes 
and therefore was not available for 
the Works Progress Administration 
program. 

In Section 2 of the Act, the Con- 
gress provided that the available 
funds should be apportioned over the 
first eight months of the fiscal year 
1939, and further authorized me to 
modify that apportionment in the 
event of an extraordinary emergency 
or unusual circumstance which | 
could not be anticipated at the time 
the apportionment was made. 





Funds Insufficient 
To Meet All Needs | 


Since the enactment by the Con- 
gress of legislation providing funds 
for the programs recommended in 
my message, substantial business and 
industrial improvement has occurred 
throughout the country. 

However, during the period prior 
to the adoption of this legislation, 
when unemployment was increasing, 
the increase in the number employed 


| on the Works Progress Administra- | 


tion program did not keep pace with 
the need for employment because the 
Works Progress Administration had 
funds to employ only part of those 
who were out of jobs. | 
In addition, in a period of increas- | 


ing unemployment there is a lag 
before the impact of the jobless | 
reaches the Works Progress Admin- 
istration. This is because workers 


who lose their jobs exhaust their pri- 
vate resources before applying for re- 
lief. 

Furthermore, the intervening 
between the loss of private jobs and 
the need for Works Progress Admin- 
istration employment is now consid- 
erably greater than heretofore be- | 


time 


| istration 


cause of the operation of the unem- 
ployment compensation program. 

Therefore, with the passage of the 
Emergency Relief Appropriation Act 
of 1938, the Works Progress Admin- 
expanded its program in 
an effort more nearly to meet the 
needs of the unemployed. 

While beginning in July, 1938, 125.,- 
000 to 150,000 workers were volun- 
tarily leaving Works Progress Ad- 
ministration projects each month, it 
was necessary to add from 200,000 
to 300,000 others monthly to the rolls 
In order to meet the needs of those 
whose personal resources or compen- 
sation benefits had become exhaust- 
ed, and to take back as required by 
Section 12 of the Act, those who 
had left the Works Progress Admin- 
istration for private employment and 
whose employment had been term- 
inated through no fault of their own. 


Foreign Conditions 


Have Adverse Effect 


The demands upon the Works 
Progress Administration appropria- 
tion were increased by two addi- 
tional factors. The critical foreign 
Situation has had an adverse effect 
upon American business and indus- 
trial employment in this country, 
and has been an unexpected defla- 
tionary force affecting the prices of 
commodities entering into world 
markets, such as certain of our im- 
portant agricultural commodities. 
This has accentuated relief problems 
in important areas in the country. 


In addition, the hurricane which 


| devastated large areas of New Eng- 


land last September seriously dislo- 
cated industry and trade in 
northeastern section of the country 
and added to the relief burden in 
that area. 

As a result of the foregoing fac- 
tors, the employment provided from 
the Works Progress Administration 
appropriation increased from 2,900,- 
000 at the beginning of July, 1938, to 





the | 


a peak of 3,360.000. During the past | 


few weeks the number has been de- 
clining. On December 24, 1938, the 
total had fallen to 3,112,000, and it 
expected that the employment 


1s 


during the month of January will | 


approximate 3,000,000. 

The foregoing figures include em- 
ployment provided with funds trans- | 
ferred by the Works Progress Admin- 
istration to other Kederal Agencies 
under the authority of Section 3 of 
the Act. An average of 90,000 per- 
sons are thus employed under condi- 
tions entirely similar to those per- 
taining in the main Works Frogress 
Administration program. 


Under the conditions outlined | 


THE WPA MESSAGE + 


above, the funds appropriated to the 
Works Progress Administration will 
be barely adequate to finance the op- 
erations of that agency through the 
month of January, 1939. Therefore, 
in accordance with the authority 
contained in Section 2 of the Emer- 
gency Relief Appropriation Act of 
1938, I have apportioned those funds 
to be used during the first seven 
months of the fiscal year. 

It is believed that sufficient funds 
should now be appropriated to the 
Works Progress Administration for 
the balance of the current fiscal year 
to employ an average of 3,000,000 
workers in February and March, and 
a diminishing number beginning in 
April which would reach a figure of 
2,700,000 in June. This would include 
the numbers to be employed with 
funds transferred to other Federal 
Agencies. 

The employment proposed for Feb- 
ruary and March, which is the same 
number that is expected to be 
reached in January, is justified by 





seasonal factors and the lag in out- | 


side construction operations which | , 
| work program over to local boards is 


always occurs on account of weather 
conditions. In fact, there is normally 


| either insincere or is ignorant of the 


an increase in the need for employ- | 


ment during these winter months, 
and the funds available to the Works 
Progress .Administration have not 


been sufficient to enable it to assign | 


to its program a large number of 
employable persons who have been 
certified as in need of relief. 

The Works Progress Administra- 
tion program is at present being con- 
ducted at an average Federal cost of 
approximately $61 per worker per 
month, of which only $2 is overhead 
administrative expense. Therefore, 


to provide the employment set forth 


above, a deficiency appropriation of 


$875,000,000 will be required, and this | 


is the amount which I recommend 
to the Congress. 

In view of the fact 
mentioned, that the funds now avail- 
able are barely sufficient to finance 
the Works Progress Administration 
through the month of January, 1939, 
I urge speedy action on the part of 
the Congress to provide these addi- 
tional funds in order 
disruption of the program and con- 
sequent suffering and want on the 
part of the unemployed. 


I realize that the Congress may 


previously | 


to prevent | 


wish to prescribe by legislation ‘the | 
manner in which funds appropriated | 


to the Works Progress 


Administra- | 


tion, and other appropriations, shall | 


be distributed. 
of distributing work relief funds is 
a complicated one involving factors 
not only of population but of eco- 
n@nic and unemployment conditions 


However, the problem | 


in various sections of the country. 
The hasty adoption of legislative 
provisions, to be immediately effec- 
tive, which radically change the 
present method of distributing Works 
Progress Administration funds would 


greatly complicate the administra- | 


tion of the program in the coming 
months. 
I therefore believe that the Con- 


gress should make this question the | 
subject of study and hearings, with | 


a view to determine a policy to ob- 
tain in the fiscal year 1940, but that 
the appropriation recommended in 
this message should be made on the 


Same terms as that for the first part | 


of the fiscal year 1939. 


A Proposal to Curb 
Politics in Relief 


No one wishes more sincerely than 
I do that the program for assisting 


THE SHIFT IN POWER TO LIBERALISM 
IN MEMBERSHIP OF SUPREME COURT 


NE out of every three members + able to realize another salient point ¢ Reynolds, 76; Chief Justice Hughes, 


76, and Associate Justice Brandeis, 
| 83. 

Of the eight present Justices, the 
President has named two, Justices 
Black and Reed. Prior to elevation 
to the high bench, Justice Black was 
a Democratic Senator of Roosevej. 
tian persuasion. Justice Reed serveq 
as Solicitor General, a post to which 
he was named by the President, 

Two other Justices, Mr. Brandeis 
and Mr. Stone, are generally re, 
garded as liberals and, in a crisis, 
have often voted with what the aq. 
ministration regards as the “progres. 
sive” wing of the Court. 


Senators to Study 


Nominee’s Record 


Felix Frankfurter was born in yj. 
enna in 1882, the son of Jewish par. 
ents. At the age of 12, with no 
knowledge of the English language, 
he landed in New York City, an im. 
migrant. 

Twelve years later he took a law 
degree with highest honors at Har. 
vard University, having moved swift. 
ly through New York’s public schools 
and the College of the City of New 
York. 

It was then that he got his frst 
taste of Government service, an ex. 
perience which he now urges on 
many of the brilliant young attor- 
neys who have studied under him at 
Harvard. He secured appointment 
as assistant to Henry L. Stimson, 
then United States Attorney for the 
southern district of New York. 

In 1914 he began the career of 
teaching which has done most to 
gain him national prominence. He 
went to Harvard University and has 
remained there, save for temporary 
interruptions, ever since. 

An important interruption in the 
Harvard experience came during the 
World War. Professor Frankfurter 
was called to service with the rank 
of major in the Officers’ Reserve 
Corps as special assistant to Secre- 
tary of War Baker. Evincing an early 
interest in labor problems that fore. 
shadowed his famous book in de- 
fense of Sacco and Vanzetti nine 
years later, he acted as chairman of 
the War Labor Policies Board in 
1918, 


Famous as Mentor 


Of Young Lawyers 


Since 1933 the studious Harvard 
scholar has become more generally 
known as the mentor of young law- 
yers who have taken positions high 
in the Administration. 

At his feet studied Thomag G. Cor- 
coran, now a White House adviser; 
Dean Acheson, former Under Secre- 
tary of the Treasury; James M. Lan- 
| dis, now dean of the Harvard Law 
School and formerly chairman of the 
Securities & Exchange Commission, 
and Calvert Magruder, now chief 
counsel for the Wage and Hour Di- 
vision of the Department of Labor. 

If the question of Professor Frank- 
furter’s religion is discussed at all by 
the Senate, it may be from the point 
of view that Jews are over-represent- 
ed on the Court. One present mem- 
ber, Justice Brandeis, is a Jew. 

When talk turns to Mr. Frankfur- 
ter’s political background, commen- 
tators in the Senate and elsewhere 
are more outspoken. 

One school of thought on his poli- 
tics subscribes to the recent state- 
ment of General Hugh Johnson that 








unemployed workers shall be com- | 
pletely free from politica. manipula- | 
tion. However, any one who pro- | 
poses that this result can be achieved 
by turning the administration of a 


realities of local American politics. 

It is my belief that improper po- 
litical practices can be eliminated 
only by the imposition of rigid stat- 
utory regulations and penalties by | 
the Congress, and that this should | 
be done. Such penalties should be | 
imposed not only upon persons 
within the administrative organiza- | 
tion of the Works Progress Adminis- 
tration, but also upon outsiders who 
have in fact in many instances been 
the principal offenders in this re- 
gard. 

My only reservation in this matter 
is that no legislation should be 
enacted which will in any way de- 
prive workers on the Works Progress 
Administration program of the civil 
rights to which they are entitled in 
common with other citizens. 

In connection with the above, I 
invite your attention to the fact that 
under the provisions of Executive 
Order Number 7916, the administra- 
tive employes of the Works Progress 
Administration, with the exception 
of a relatively small number of posi- 


tions, will be brought under the Civil | 


Service on February 1, 1939. 

It is my intention to transmit to 
the Congress, probably in the month 
of April, a supplemental estimate 
covering the appropriation which 
will be required to provide work re- 
lief for persons in need in the fiscal 
year 1940. 

FRANKLIN D. ROOSEVELT, 
The White House, 


January 5, 1939. 


| ship of the Supreme Court. 


Mr. Frankfurter is “too radical.” 
For support of this statement they 
point to his supposed influence on 
President Roosevelt and on the young 
lawyers now in the Government who 
studied under him at Harvard. 
They mention also the fact that 
Mr. Frankfurter sided with Sacco and 
Vanzetti after their conviction for 
murder in a trial that bristled with 


| labor implications. 


Those who say that Mr. Frankfur- 
ter would make an excellent Justice 
of the Supreme Court mention that 
he was significantly silent in the 
midst of the 1937 court fight. Though 
he is supposed to have provided the 
ideas for many Roosevelt reforms, he 
had nothing to say when the Presi- 
dent advocated increasing member- 
His sl 
lence at the time was widely inter- 
preted as meaning opposition to the 
President’s proposal. 

Dr. Frankfurter, named to Justice 
Cardozo’s seat on the bench, which 
was formerly the seat of Oliver Wen 
dell Holmes, would be a fitting suc 
cessor to the Holmes-Cardozo tradi 
tion, say his supporters. 

He is recognized as an outstand- 
ing jurist and scholar, even by hi 
enemies, and his silence during the 
court fight is taken to mean that he 
would not be a “rubber-stamp” 
Justice. 

Sectional politics may play a pat 
in the Senate consideration of Mt 
Frankfurter’s name. He hails from 
Massachusetts and would throw thé 
Sectional balance of the court [al 
ther out of joint. Justice Brande’s 
Iso comes from the Bay State. F ul 

of the present Justices are from th® 

East and three are from the Sout! 
| Only one, Justice Butler, is from “ 
| West. 
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Frank Murphy 


A Born Fighter Who Faces New 
Battles as Attorney General 


6s{PUT he shall judge the poor with 
justice and_ shall approve 
equity for the meek of the earth. 
And justice shall be the girdle of his 
loins; faith the girdle of his reins.” 
This Biblical 
quotation, from 
Isaiah 11:45 
takes on added 
significance 
these days be- 
cause it is the 
text that sprang 
to the mind of 
Frank Murphy, 
ormer Governor 
of Michigan, im- 
mediately after 
he took the oath 
of office as Attorney General Jan. 2. 
The new head of the Justice De- 
partment, who becomes the youngest 
member of the President’s Cabinet 
and its only redhead, has long cher- 
ished this ideal of scriptural justice. 
Certainly it was in his mind when 
he placed his hand on a worn Bible, 
given him by his mother when he 
graduated from a grade school, and 
repeated the words of the oath after 
Associate Justice Stanley Reed. 


The Strike Issue 

Perhaps this ideal was in his mind 
during the Genera] Motors strike of 
January and February, 1937, when he 
refused to call out the National 
Guard to eject sit-in strikers. He set- 
tled the strike peacefully but drew 
criticism that did not subside until 
his defeat for reelection last fall. 

When Frank Murphy’s nomination 
is debated by the Senate his reputa- 






Frank Murphy 
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Editor's Note: Letters of comment 
and suggestion are invited. Those 
not intended for publication, and 
those to which writers desire to have 
only their initials attached if pub- 
lished should be so marked. Even 
if initials only are to be printed, let- 
ters must be signed and address 
given. 


Our Need of ‘Faith and Works’ 


Sir:—I have been interested in read- 
ing answers from our legislators on 
bringing accord to conflicting elements in 
America, and pleased to see that a large 
number of them seem to believe it nec- 
essary to bring the teachings of the 
“Good Book” to accomplish this result. 
Tnere are so many stumbling blocks 
placed in the way that it takes great 
faith to remove them. . 

Faith and words go hand in hand, so 
conditions and laws should be changed 
so as to encourage private employment 
through the American system of indi- 
vidual initiative. We need a new spirit 








Saving Takes 
The “LT” Out 
Of Slaving! 


By cutting ordinary upkeep 
costs $7 to $15 a month, 
according to owners’ claims, 
the Great New Overland is 
making a genuine contribu- 
tion to the thrift and the 
happiness of American 
homes! 


; certaining the reason. 


synthetic recovery. 


| attempts to do the impossible. 


| ment Act. 





| our Congress to appeal to. 
| of our 


tainly be discussed from al] sides. 

The newest addition to the official 
family is a fighter by nature. His 
favorite recreation is to ride a 
Spirited horse, and he finds time to 
indulge in amateur boxing. 


Was War-Time Captain 

This fighting spirit has stood .im 
in good stead. Not long after the 
World War,.in which he held a 
captaincy from 1917 to 1919, he be- 
came an Assistant United States 
Attorney for the Eastern District of 
Michigan and established an out- 
standing record of convictions 

Then, in 1923, he made a national! 
reputation in the obscure post of 
judge in the Recorder’s Court of 
Detroit and, after winning reelection, 
took a big political step forward by 
capturing the office of mayor of 
Detroit in a three-cornered fight. 


Supported by Labor 
While mayor of the automobile 
city, he won the support of labor 
by caring for Detroit’s unemployed 
during the worst years of the de- 
pression. For this President Roose- 
velt repaid him by elevating him to 


of the Week 
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+ tion as a “labor Governor” wil] cer- + 


be Governor-General of the Philip- | 


pines in 1933. 

Frank Murphy’s days in the Philip- 
pines weve happy ones, but he gave 
that up to return home in 1936 and 
help sweep Michigan for the Demo- 
crats. He was elected Governor in 
this normally Republican State with 
a majority of 44,000. 

Tables were turned last fall when 
Frank D. Fitzgerald, Mr. Murphy’s 
vanquished opponent in 1936, finally 
unseated him at the polls. 

Loss of the governorship has 
thrown the fighting Irishman from 
Michigan into a difficult job. How- 
ever, Frank Murphy characteristic- 

| ally comments, “That is what I like 
about it.” 


+ of courage and adventure and self-re- 


liance to carry us to victory. 

We have seen tne futility of “isms” 
in foreign lands and they are of no use 
here. MARTIN H. DEVOE 

| Mechanicsville, N. Y. 
| x k * 
| A Call to Repentance 

Sir:—Your editorial, “Reconciliation— 
The Hope of America,” prompts me to 
remind you and the readers of the News 
that some things cannot be reconciled 
and that other things should not be com- 
promised in an attempt at reconcilia- 
tion. 

Instead of preaching reconciliation, 
you should follow’ the example of John 
the Baptist, who preached repentance. 
“The Hope of America” lies in the way 
of repentance for the evils which we 
have embraced in our spiritual, social 
and economic lives. We must abandon 
the false way and return to the way of 
truth. 

We, pious hypocrites, condemn and ap- 
plaud the condemnation of dictators 
abroad, while we permit as flagrant and 


| vicious usurpation of power and disre- 
' 


gard of rights of citizens within our 
borders. 

We are in our plight today because 
we have been led astray into accepting 
an alibi for our troubles instead of as- 
We love to be 
patted on the back and assured that it 
was all the work of some one else even 


| though our false friend is robbing us of 
| Our most precious possession while he is 


patting us on the back. 

We have had six years of alchemy and 
Let's not continue 
to pin our “Hope of America” to crackpot 
R. &. P. 
Decatur, Ill. 

eS 2 @ 


| Cotton Control and the Farmer 


Sir:—I feel sure that a majority of the 
farmers in Noxubee County, Mississippi, 
are opposed to the Agricultural Adjust- 
However, we haven't anyone 
We have only 
The majority 
self-named, self- 
personal aggran- 


to voice our sentiments. 


leaders are 
elected, working for 
dizement and gain. 
I made a living and a little money in 
1930, 1931, 1933, 1936 and 1937, but not 
in 1934, 1935 and 1938, the compulsory 


| cotton control years; and it is hard for 
me to see any sense in making a bank- 
| rupt of one who will work and knows 


| the value of a dollar, 


while trying to 


| make a successful citizen out of some 


Save More and Slave Less! 


Overland shows you how! 


Let's Go | 


The Car That Makes The Gas | 
Buy The Groceries! 


VILLYS-OVERLAND MOTORS, INC. 
TOLEDO, OHIO 


Sea 





| one who doesn’t want to accumulate any- 


thing. J. Q. P. 


| Ravine, Miss. 


x *«* * 


A Foe of “Idolatry” 

Sir:—‘The New Idolatry”, written by 
David Lawrence, issue of Dec. 12, has so 
deeply impressed me that my first 
thought was if every man and woman 
could have an opportunity to have read 
it, oh, what a wonderful impression it 
would make on some, especially in the 
holiday season! 

Never did I read anything so truthful. 
It is one of the greatest moral, spiritual 
pieces of literature that I have ever read 
newspaper. 

MRS. FRANCES M. BEHR. 
Dayton, Ohio. 


in any 


"The Yeas and Na ys” 


| 
| whatever price it will; 


| to cotton under the Wallace scheme. 
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Aubrey Williams 
Mentor to 3,000,000 Needy 
Youths Struggling for 
Foothold in Life 


UBREY WILLIAMS, the new Ad- 
-® ministrator of the National Youth 
Aaministraiion, is no stranger to the 
problems of American youth which 
he is attempting to solve. 
The man who 





will direct the 
expenditure of 
some $400,000,- 
Fs ere = 000 in an effort 
" - to aid 3,000,000 
RS needy young 
* “y =<? people, in school 
gress: and out, has 
a himself faced 
“eer” and solved many 
~ of the problems 
they are now 

Aubrey Williams facing. 


To this son of a Southern family 
who began life in straitened circum- 
Stances, the appointment represents 
he fulfillment of a life’s ambition. 

Mr. Williams began working for a 
living in Alabama, his native State, 
when he was seven. He was almost 
cf voting age before he was able to 
go to college. His life has been one 
o? struggle, similar in many points 
to those depicted in case histories 
tnat now fill his NYA files. 

Consequently, he knows first-hand 
many of the problems that face the 
millions of youths he is aiding. 


New Powers Given Him 


| 


Aubrey Williams begins 1939 with | 


a new title and new powers. Hereto- 
fore Deputy Administrator of the 
Works Progress Administration, he 
was passed over, for political rea- 
sons, in the appointment of a new 
WPA Administrator when Harry L 
Hopkins resigned recently. But in 
giving the top post to another man, 


+ 
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+ Solving the Cotton Problem 


Sir:—Your front-page December 19 ar- 
ticle about cotton cites two courses open 
to the Government in dealing with the 
cotton problem: (1) To pull out the pegs 
and let the cotton find a market at 
(2) To control 
production and marketing even more 
rigidly than at present. 

There is an alternative course which 
surely ought to receive some considera- 
tion, and that is for the Government to 
adopt an intelligent sales policy which 
would dispose of this surplus on the 
world markets. 

The disastrous mistake of the North 
American Wheat Pools with regard to 
wheat during the post-war decade, 1921- 
22 to 1931-32, aided and abetted by the 
Farm Board in the United States and by 
the Provincial and Federal Governments 
in Canada, was that they ignored selling 
on the apparent assumption 
holding they could make the world buy- 
Instead of that, the 
surplus built up, under the policy fol- 
lowed, ruined the market. Precisely the 
same thing is now occurring in regard 


ers “come across.” 


The main problem in regard to cotton 
is that it is not being sold, but is being 
stored up, and thus acts as a price de- 
pressant. The Surplus Commodity Cor- 
poration is no avenue of escape from the 
problem because that corporation is not 
selling the cotton in the world markets. 

Unless the Government can turn the 
job over to a real selling agency that will 
market it intelligently it might as well 
pull the pegs out and let the cotton find 
whatever market it will by itself. There 
will be no solution of the cotton prob- 
lem while the surplus lasts. 

A. P. STRETTON. 

Salisbury, N. C. 

: = @ 


An Orchid for Mr. Welles 


Sir:—According to some newspapers 
several Senators have expressed their 
disapproval of Acting Secretary Welles’ 
reply to the German Ambassador's de- 
mand for an apology for Secretary Ickes’ 
remarks. 

Ever since, and even before, Mayor 
LaGuardia’s speech in New York for 
which Secretary of State Hull made an 
official apology, the German highest of- 
ficials resort to nothing but most un- 
pleasant and ‘slandering remarks about 
the United States and its officials, but 
this was ignored by the Government for 
probable reasons that the utterers can 
not be reasoned with and therefore are 
not responsible. 


that by | 





I would like to inform the complain- 
ing Senators that for the first time I | 


| have heard an official statement from | 


an American diplomat, whose truthful 
facts cannot be altered, spoken in a lan- 
guage that I and others like myself 
could understand. Heretofore when I 
read a diplomatic statement I had to 
ponder over it for a long time trying to 
conclude its meaning, only to read a 
different interpretation thereof in every 





other newspaper and contradiction in 
every political group. The facts of Mr. 

| 
Welles’ reply in its language and tone | 


resulted in a boomerang to the German 

officials and for the first time they were | 
forced to retreat before the truth. H.N. | 
Wilmington, DeL 
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President Roosevelt assured Mr. 
Williams of practical autonomy in 
running the NYA 

Titles are nothing new to this for- 
mer Army officer and social worker. 
The World War 
Studies at the University of Cincin- 
nati when he was 25. He entered the 
war as a member of France’s famous 
Foreign Legion, later was transferred 
to the American First Division, and 
emerged as a first lieutenant. 

After a stay in France long enough 
to take a degree at the University of 
Bordeaux, he returned to America for 
further college study; married, and 
then began his career of gathering 
important titles and doing impor- 
tant work. 

Mr. Williams quickly became en- 
grossed in socia' work, at first with 
private and state-wide organizations 
and then in official capacities. His 
Start in the government side of social 
work was in Texas and Mississippi, 


The United States News 


interrupted his | 


where he helped to organize local re- | 


lief. So efficiently did he do this work 


that Harry L. Hopkins brought him 


to Washington as a trusted lieu- 
tenant. 

The climb from field representative 
for the Federal Emergency Relief 
Administration to 2 position as Mr. 
Hopkins’ right-hand man took Mr. 
Williams just two years. 

That rapid rise has made Mr. Wil- 
liams’ political opinions a matter for 
public discussion, and some of the 
discussion has not been kind. A 
widely publicized debate over his 
views took place during the last elec- 
tion campaign, when he was quoted 
as advising WPA workers to “keep 
your friends in power.” That quota- 
tion was criticized as an instance of 
the political use of a relief position. 


Stands By His Views 

The statement proved embarrass- 
ing to the former social worker, but 
he refused to retract it. Aubrey Wil- 
liams has always felt keen sympathy 
for the under-privileged, and he has 
no intention of hiding his sympathies 
now that his views may be re-ex- 
amined by Congress. His forthright 
advice to those receiving WPA aid 
was, in his view, only the natural 
thing to say of a policy he regards 
as good—that it should be continued. 

In his early years of scraping to- 
gether small sums for his own edu- 
cation that began in earnest at 
Maryville College, in Tennessee, when 
he was 20, personal adversity was 
Mr. William’s foe. Now his struggle 
is similar but on a much broader 


front—against the adversity of three , 


million needy youngsters caught in 
the whirlpool of depression, seeking 
solid ground on which to plant their 
feet. 














Khe Most Dangerous Job in the World? 


The most dangerous job in the world 
is being a baby. But thanks to labora- 
tories and scientists and other factors, 
that risk is being reduced every day. 
Thirty-five years ago, 138 out of every 
1000 babies did not survive their first 
year. Today that figure has been re- 
duced to 55 out of every 1000, 
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The Sealtest System of Laboratory 
Protection is playing a part in this 
crusade to make life safer for babies. 

Because baby’s life depends upon 
milk... pure, wholesome milk. And 
the Sealtest System is devoted to 
improving the quality and _ safe- 


THE SEALTEST 


SYSTEM OF LABORATORY 
COMPANIES ARE DIVISIONS OF NATIONAL DAIRY PRODUCTS CORPORATION 


guarding the purity of this vital food. 

In this great work, Sealtest main- 
tains 100 laboratories, It employs 
leading food scientists and scores 
of laboratory workers. 

In the plants of local member- 
companies, Sealtest representatives 
inspect every process. They make 
many and chécks to make 
sure that every bottle of Sealtest 
Approved milk meets Sealtest stand- 


tests 


ards of quality and purity. 
Millions of housewives look for 
the red-and-white Sealtest Symbol 
when they buy milk, ice cream and 
other dairy products ... as an 
added assurance of good health, 
MEMBER 


PROTECTION AND ITS 





The ved-and-white Sealtest 
Symbol on milk, ice cream and 
other dairy products means 
that they meet Sealtest stand- 
ards of quality and purity. 
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Making Life Safer 


(LAMA, 
Copyright 1939, Sealtest, Ine. 
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Addition of New Turbine 1 
Generators to Columbia 
System's Principal Power 

















Plants Gives Tangible 
Evidence of Confidence 
in Continued Growth 
M IRE POWER — for greater pro- 
duction, distribution, comfort, 
convenience... MORE POWER— 


for factories, stores, office buildings, 


homes 


... MORE POWER—to stimu- 


late among consumers an increasing 


use of the potent, energizing force 


which is ELECTRICITY. 


Thus, briefly, are summarized the ob- 
jectives of Columbia System in adding, 
during 1938, to the generating capacity 


of its principal power plants. 


Three new Turbine Generators have 


been installed to raise the total capacity 


from 381,750 kw to 


increase of 125,000 kw, or 32 per cent. 


In design and construction, these gen- 


erating units incorporate the most ad- 


506.750 kw 


~an 


unit, 


vanced turbine engineering principles. 


Capital required for their installation, together with auxiliary equipment, 
involved an expenditure exceeding $14,000,000—representing an investment 


in greater electric production facilities towards improved public service. 


An expansion program of this kind reflects the forward-looking policy ot 
Columbia System in dealing with varied industrial, commercial and domestic 


needs of customers for g 


ul 


COLUMBIA 
SYSTE 


> 











as and electricity throughout its service territory. 


COLUMBIA GAS & ELECTRIC 


CORPORATION 








New 25,000 ku Turbine Generator top 
w operating at 
Dayton Power & Light Company 
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+ THE PRESIDENTS MESSAGE: MORE ARMS, MORE SPENDING | + 


President Roosevelt’s annual Mes- + 


sage on the State of the Union, read 
by him Jan. 4 to a joint session of 
the two houses of the 76th Congress, 
follows in full text: 


To the Congress of the United 


~ States: 


In reporting on the state of the 
nation, I have felt it necessary on 
previous occasions to advise the Con- 
gress of disturbance abroad and of 
the need of putting our own house 
in order in the face of storm signals 
from across tHe seas. As this Sev- 
enty-sixth Congress opens there is 
need for further warning. 

A war which threatened to envelop 
the world in fiames has been averted; 
but it has become increasingly clear 
that peace is not assured. 

All about us rage undeclared wars 
—military and economic. All about 
us grow more deadly armaments— 
military and economic. All about us 
are threats of new aggression—mili- 
tary and economic. 


Perils to Religion, 
Democracy, Good Faith 


Storms from abroad directly chal- 
lenge three institutions indispensa- 
ble to Americans, now as always. The 
first is religion. It is the source of 
the other two—democracy and inter- 
national good faith. 

Religion, by teaching man his re- 
lationship to God, gives the individ- 
ual a sense of his own dignity and 
teaches him to respect himself by re- 
specting his neighbors. 

Democracy, the practice of self- 
government, is a covenant among 
free men to respect the rights and 
liberties of their fellows. 

International good faith, a sister 
of democracy, springs from the will 
of civilized nations of men to re- 
spect the rights and liberties of other 
nations of men. 

In a modern civilization, all three 
—religion, democracy and interna- 
tional good faith—complement each 
other. 

Where freedom of religion has been 
attacked, the attack has come from 


sources opposed to democracy. Where | 


democracy has been overthrown, the 
spirit of free worship has disap- 
peared. And where religion and de- 
mocracy have vanished, good faith 
and reason in international affairs 
have given way to strident ambition 
and brute force. 

An ordering of society which rele- 
gates religion, democracy and good 
faith among nations to the back- 
ground can find no place within it 
for the ideals of the Prince of Peace. 
The United States rejects such an 
ordering, and retains its ancient 
faith. 

There comes a time in the affairs 
of men when they must prepare to 
defend not their homes alone but 
the tenets of faith and humanity on 
which their churches, their govern- 
ments and their very civilization are 
founded. The defense of religion, of 
democracy and of good faith among 
nations is all the same fight. To save 
one we must make up our minds to 
Save all. 


The Common Ideals 


Of American Nations 


We know what might happen to 
us of the United States if the new 
philosophies of force were to en- 
compass the other continents and 
invade our own. We, no more than 
other nations, can afford to be sur- 
rounded by the enemies of our faith 
and our humanity. 

Fortunate it is, therefore, that in 
this Western Hemisphere we have, 
under a common ideal of democratic 
government, a rich diversity of re- 
sources and of peoples functioning 
together in mutual respect and peace. 

That Hemisphere, that peace, and 
that ideal we propose to do our share 
in protecting against storms from 
any quarter. Our people and our re- 
sources are pledged to secure that 
protection. From that determination 
no American flinches. 

This by no means implies that the 
American Republics disassociate 
themselves from the nations of other 
continents —it does not mean the 
Americas against the rest of the 
world. 

We as one of the Republics re- 
iterate our willingness to help the 
cause of world peace. We stand on 
our historic offer to take counsel 
with allgther nations of the world 
to the end that aggression among 


them be terminated, that the race of | 


armaments cease and that commerce 
be renewed. 

But the world has grown so small 
and weapons of attack so swift that 
no nation can be safe in its will to 
peace so long as any other single 
powerful nation refuses to settle its 
grievances at the council table. 

For if any government bristling 
with implements of war insists on 
policies of force, weapons of defense 
give the only safety. 

In our foreign relations we have 


learned from the past what not to do 
From new wars we have learned | 
what we must do. 
We have learned the effective | 
& 














| world we must meet them 
people—with a unity born of the fact | 
that for generations those who have | 
representing | 


A Plea For Stronger Defenses, Military, Economic and Moral—Dangers from 
Abroad—Need of National Unity to Preserve Our System 


eq # tem, public and private together, is 


timing of defense, and the distant + ee 


points from which attacks may be 


launched are completely different | 
from what they were twenty years | 


ago. 

We have learned that survival can- 
not be guaranteed by arming after 
the attack begins—for there is new 
range and speed to offense. 

We have learned that long before 
any overt military act, aggression 
begins with preliminaries of propa- 
ganda, subsidized penetration, the 
loosening of ties of good will, the 
stirring of prejudices and the {ncite- 
ment to disunion. 


Democracies Must 


Combat Lawlessness 


We have learned that God-fearing 
democracies of the world which ob- 
serve the sanctity of treaties and 
good faith in their dealings with 
other nations cannot safely be in- 
different to international lawlessness 
anywhere. They cannot forever let 
pass, without effective protest, acts of 
aggression against sister nations— 


| acts which automatically undermine 
| all of us. 


Obviously they must proceed along 
practical, peaceful lines. But the 
mere fact that we rightly decline to 
intervene with arms to prevent acts 
of aggression does not mean that we 
must act as if there were no aggres- 
sion at all. 


Words may be futile, but war is not 


the only means of commanding a de- | 


cent respect for the opinions of man- 
kind. There are many methods short 
ct war, but stronger and more ef- 
fective than mere words, of bringing 
nome to aggressor governments the 
aggregate sentiments of our own peo- 
ple. 

At the very least, we can and 
should avoid any action, or any lack 
of action, which will encourage, as- 
sist or build up an aggressor. We 
have learned that when we delib- 
erately try to legislate neutrality, our 
neutrality laws may operate un- 
evenly and unfairly—may actually 
give aid to an aggressor and deny it 
to the victim, The instinct of self- 
preservation should warn us that we 
ought not to let that happen any 
more. 

And we have learned something 
eise—the old, old lesson that proba- 


bility of attack is mightily decreased | 


by the assurance of an ever ready 
defense. 

Since 1931 world events of thun- 
derous import have moved with 
lightning speed. During these eight 
years many of our people clung to 
the hope that the innate decency of 
mankind would protect the unpre- 
pared who showed their innate trust 
in mankind. Today we are all wiser 
-—and sadder. 

Under modern conditions what we 


| mean by “adequate defense”—a _pol- | 


icy subscribed to by all—must be di- 
vided into three elements. 

First we must have armed forces 
and defenses strong enough to ward 
off sudden attack against strategic 
positions and key facilities essential 
to ensure sustained resistance and 
ultimate victory. 

Secondly we must have the organ- 


ization and location of those key fa- | 


cilities so that they may be immedi- 


| ately utilized and rapidly expanded 


to meet all needs without danger of 
serious interruption by enemy attack. 

In the course of a few days I shall 
send you a special message making 


recommendations for those two es- | 
sentials of defense against danger | 
which we cannot safely assume will | 


not come. 
If these first two essentials are rea- 


sonably provided for, we must be able | 


confidently to invoke the third ele- 
ment, the underlying strength of cit- 
izenship—the self-confidence, the 
ability, the imagination and the de- 
votion that give the staying power to 
see things through. 


Unity an Essential 
To Prevent Defeat 


A strong and united nation may be 
destroyed if it is unprepared against 
sudden attack. But even a nation 
well armed and well organized from 
a strictly military standpoint, may, 
after a period of time, meet defeat if 
it is unnerved by self-distrust, en- 
CGangered by class prejudice, by dis- 
csension between capital and labor, by 
false economy and by other unsolved 
social problems at home. 

In meeting the troubles 


come to our shores, 
many kindreds and tongues, have 
been welded by common opportunity 
into a united patriotism. 

If another form of government can 
present a united front in its attack 
cn a democracy, the attack must be 
met by a united democracy. Such a 
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The President Looks Abroad: “A war which threatened to envelop the world in flames has been 
averted, but it has become increasingly clear that peace has not been assured, 
declared wars, military and economic. 


nomic.” 


The President Looks At Home: “Even’‘a nation well armed and well organized from a strictly mili- 
tary standpoint may meet defeat if it is unnerved by self-distrust, endangered by class prejudice, by 
dissension between capital and labor, by false economy and by other unsolved social problems at 


home.” 
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All about us grow more deadly armaments, military and eco- 


ie 
—Harris & Ewing 





All about us rage un- 





democracy can and must exist in the + 


United States. 

A dictatorship may command the 
full strength of a regimented nation. 
But the united strength of a demo- 
cratic nation can be mustered only 
when its people, educated by modern 
standards to know what is going 
on and where they are going, have 
conviction that they are receiving as 
large a share of opportunity for de- 
velopment, as large a share of ma- 


| terial success and of human dignity, 


as they have a right to receive. 


Our Social Reforms 
As Part of Defense 


Our nation’s program of social and 
economic reform is therefore a part 
of defense as basic as armaments 
themselves. 

Against the background of events 


ing these recent years, the pattern 
of what we have accomplished since 
1933 appears in even clearer focus. 

For the first time we have moved 
upon deep-seated problems affecting 
our national strength and have 
forged national instruments adequate 
to meet them. 

Consider what the seemingly piece- 
meal struggles of these six years add 
up to in terms of realistic national 
preparedness. 

We are conserving and developing 
natural resources land, water 
power, forests. 

We are trying to provide necessary 
food, shelter and medical care for 
the health of our population. 

We are putting agriculture—our 


system of food and fibre supply—on a | 


sounder basis. 

We are strengthening the weakest 
spot in our system of industrial 
Supply—its long smouldering labor 
difficulties. 

We have cleaned up our credit sys- 
tem so that depositor and investor 
alike may more readily and willingly 
make their capital available for peace 
or war. 

We are giving to our youth new 
opportunities for work and educa- 
tion. 





We have sustained the morale of t Strate the need. For instance, all of 
all the population by the dignified 
recognition of our obligations to the | 


aged, the helpless and the needy. 

Above all, we have made the Amer- 
ican people conscious of their inter- 
relationship and their interdepend- 
ence. They sense a common destiny 
—and a common need for each other. 
Differences of occupation, geography, 
race and religion no longer obscure 
the nation’s fundamental unity in 
thought and in action. 

We have our difficulties, true—but 
we are a wiser and a tougher nation 
than we were in 1929, or 1932. 

Never have there been six years of 


such far-flung internal preparedness | 


in our history. And all this has been 
done without any dictator’s power to 
command, without conscription of 


‘ | labor or confiscation of capital, with- 
in Europe, in Africa and in Asia dur- | 


out concentration camps, and with- 
out a scratch on freedom of speech, 
freedom of the press or the rest of 
the Bill of Rights. 

We see things now that we could 
not. see along the way. The tools 


| of government which we had in 1933 


are outmoded. We have had to forge 
new tools for a new role of govern- 
ment in democracy—a role of new 
responsibility for new needs and in- 
creased responsibility for old needs, 
long neglected. 

Some of these tools had to be 
roughly shaped and still need some 
machining down. Many of those who 
fought bitterly against the forging 
of these new tools welcome their use 
today. The American people, as a 
whole, have accepted them. 


Providing Better Care 
For Aged and Needy 


The nation looks to the Congress 
to improve the new machinery which 
we have permanently installed, pro- 
vided that in the process the social 
usefulness of the machinery is not 
destroyed or impaired. 

All of us agree that we should 


simplify and improve laws if experi- | 


ence and operation clearly demon- 





| wants to work a real] job at a living 


| within our control. 
| may be in the hands of other na- 





people.” 


tional good faith.” 


safety.” 


penses.” 





Highlights of Message 


“There are many methods short of war, but stronger and 
more effective than mere words, of bringing home to ag- 
gressor nations the aggregate sentiments of our own 


“Storms from abroad directly challenge institutions in- 
dispensable to Americans—religion, democracy, interna- 


“If any government bristling with implements of war 
insists on policies of force, weapons of defense give the only 


“There is a good prospect of our becoming an 80-billion- 
dollar country in a very short time—with such a national 
income, present tax laws will yield enough to balance ex- 


“The entire debt of our national economic system, public 
ond private, is no larger than in 1929; the interest, less.” 

“It does not seem logical for the Federal Government to 
consider drastic curtailment of its investments.” 


| ployment of our labor and our capi- 


| force. By using main force they ap- 
| parently succeed at it—for the mo- 


| methods, we are compelled to admit 


| Bill of Rights, and within the bounds 
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us want better provision for our 
older people under our social security 
legislation. For the medically needy 
we must provide better care. 





Most of us agree that for the sake 
of employer and employe alike we 
must find ways to end factional labor 
strife and employer-employe dis- 
putes. 

Most of us recognize that none of 
these tools can be put to maximum 
effectiveness unless the executive 
processes of government are re- 
vamped—reorganized, if you will— 
into more effective combination. And 
even after such reorganization it will 
take time to develop administrative 
personnel and experience in order 
to use our new tools with a minimum 
of mistakes. The Congress, of course, 
needs no further information on 
this. 

With this exception of legislation 
to provide greater government effici- 
ency, and with the exception of legis- 
lation to ameliorate our railroad and 
other transportation problems, the 
past three Congresses have met in 
part or in whole the pressing needs 
of the new order of things. 


Need of Invigorating 


The Recovery Trend 


We have now passed the period of 
internal conflict in the launching of 
our program of social reform. Our 
full energies may now be released to 
invigorate the processes of recovery 
in order to preserve our reforms, and 
to give every man and woman who 


wage. 

But time is of paramount impor- 
tance. The deadline of danger from 
within and from without is not 
The hour-glass 





tions. Our own hour-glass tells us 
that we are off on a race to make de- 
mocracy work, so that we may be ef- 
ficient in peace and therefore secure | 
in self-defense. 

This time element forces us to still 
greater efforts to attain the full em- 


tal. 

The first duty of our statesmanship | 
today is to bring capital and man- 
power together. 


Dictatorships do this by main 


ment. However we abhor their | 
that they have obtained substantial 
utilization of all their material and 
human resources. Like it or not, they 
have solved, for a time at least, the 
problem of idle men and idle capital. 
Can we compete with them by 
boldly seeking methods of putting | 
idle men and idle capital together 
and, at the same time, remain within | 
our American way of life, within the 





of what is, from our point of view, 
civilization itself? 


Goal of 80 Billions 


Of National Income 


We suffer from a great unem- 
ployment of capital. Many people 
have the idea that as a nation we 
are overburdened with debt and are 
spending more than we ¢an afford. | 
That is not so. Despite our Federal | 
Government expenditures the entire | 
debt of our national economic sys- 


A 





no larger today than it was in 1929, 


and the interest thereon is far less 


than it was in 1929. 

The object is to put capital—pri- 
vate as well as public—to work. 

We want to get enoveh capital 
and labor at work to give a total 
turnover of business, a total national 
income, of at least eighty billion dol- 
lars a year. At that figure we shall 
have a substantial reduction of un- 
employment; and the Federal reve- 
nues will be sufficient to balance the 
current level of cash expenditures 
on the basis of the existing tax 
structure. That figure can be at- 
tained, working within the frame- 
work of our traditional profit system. 

The factors in attaining and main- 
taining that amount of national in- 
come are many and complicated. 

They include more widespread un- 
derstanding among business men of 
many changes which world condi- 
tions and technological improve- 
ments have brought to our economy 
over the last twenty years—changes 
in the interrelationship of price and 
volume and employment, for instance 
—changes of the kind in which busi- 
ness men are now educating them- 
selves through opportunities like the 
so-called “monopoly investigation.” 

They include a perfecting of our 
farm program to protect farmers’ in- 
come and consumers’ purchasing 
power from alternate risks of crop 
gluts and crop shortages. 

They include whole-hearted ac- 
ceptance of new standards of hon- 
esty in our financial markets. 

They include reconcilement of 
enormous, antagonistic interests — 
some of them long in litigation—in 
the railroad and general transporta- 
tion field. 

They include the working out of 
new techniques—private, State and 
Federal—to protect the public inter- 


+ erans’ pensions, flood control, high. 


| ways, waterways and other public 
works, grants for social 4nd health 
security, Civilian Conservation Corps 
activities, relief for the unemployed, 
or national defense. 

The Congress alone has the power 
to do all this, as it is the appropri. 
ating branch of the Government 





The other approach to the question 


| of Government spending takes the 


position that this nation ought not 
to be and need not be only a sixty. 
billion-dollar nation; that at this 
moment it has the men and the re. 
sources sufficient to make it at least 
an eighty-billion-dollar nation. 

This school of thought does not 
believe that it can become an eighty. 
billion-dollar nation in the near 
future if Government cuts its op. 
erations by one-third. It is convinced 
that if we were to try it, we would 
invite disaster—that we would not 
long remain even a sixty-billion- 
dollar nation. There are many com- 
plicated factors with which we have 
to deal, but we have learned that it 
is unsafe to make abrupt reductions 
at any time in our net expenditure 
program. 

By our common sense action of re- 
suming Government activities last 
spring, we have reversed a recession 
and started the new rising tide of 
prosperity and national income 
which we are now just beginning 
to enjoy. 

If Government activities are fully 
maintained, there is a good prospect 
of our becoming an eighty-billion- 
dollar country in a very short time. 
With such a national income, present 
tax laws will yield enough each year 
to balance each year’s expenses. 

It is my conviction that down in 
their hearts the American public— 
industry, agriculture, finance—wants 
this Congress to do whatever needs 
to be done to raise our national 
income to eighty billion dollars a 
year. 


Plans for Safeguards 
Against Waste 





est in and to develop wider markets 
ior electric power, 

They include a revamping of the 
tax relationships between Federal, 
State and local units of government, 
and consideration of relatively small 
tax increases to adjust inequalities 
without interfering with the aggre- 
gate income of the American people. 


Peace for Labor 


And Employers Sought 


They include the perfecting of la- 
bor organization and a universal un- 
grudging attitude by employers to- 
ward the labor movement, until there 
is a minimum of interruption of pro- 
duction and employment because of 
disputes, and acceptance by labor of 
the truth that the welfare of labor | 
itself depends on increased balanced 
cutput of goods. 

To be immediately practical, while | 
troceeding with a steady evolution in | 
the solving of these and like prob- | 
lems, we must wisely use instrumen- 
talities, like Federal investment, 
which are immediately available to 
us 

Here, as elsewhere, time is the de- 
ciding factor in our choice of rem- 
edies. 

Therefore, it does not seem logical 
to me, at the moment we seek to in- 
crease production and consumption, 
for the Federal Government to con- 
sider a drastic curtailment of its own 
investments. 

The whole subject of Government 
luvesting and Government income is | 
one which may be approached in two 
different ways. 

The first calls for the elimination 
of enough activities of Government 
to bring the expenses of Government 
immediately into balance with in- | 
come of Government. This school of 
thought maintains that because our | 
national income this year is only | 
sixty billion dollars, ours is only a 

| 


sixty-billion dollar country; that 
Government must treat it as such; 
end that without the help of Govern- | 
ment, it may some day, somehow, 
happen to become an eighty-billion- 
dollar country. 


Responsibility Placed 


Upon Congress 


If the Congress decides to accept 
this point of view, it will logically 
have to reduce the present functions 
or activities of Government by one- 
third. The Congress will have to ac- 
cept the responsibility for such re- | 
duction; and the Congress will have 
to determine which activities are to 
be reduced. 

Certain expenditures we cannot 
possibly reduce, such as the interest 
cn the public debt. A few million 
dollars saved here or there in the 


| normal or in curtailed work of the 


and commissions 
the 


clad departments 
will make no great saving in 
Federal budget. 

Therefore, the Congress would have 


to reduce drastically some of cer- | 


tain large items, such as aids to agri- 
culture and soil conservation, vet- 


Investing soundly must preclude 
spending wastefully. To guard 
against opportunist appropriations, I 
have on several occasions addressed 
the Congress on the importance of 
permanent long-range planning. I 
hope, therefore, that following my 
recommendation of last year, a per- 
manent agency will be set up and 
authorized to report on the urgency 
and desirability of the various types 
of Government investment. 

Investment for prosperity can be 
made in a democracy. 

I hear some people say “This is all 
so complicated. There are certain 
advantages in a dictatorship. It gets 
rid of labor trouble, of unemploy- 
ment, of wasted motion and of hav- 
ing to do your own thinking.” 

My answer is “yes, but it also gets 
rid of some other things which we 
Americans intend very definitely to 
keep—and we still intend to do ot" 
own thinking.” 

It will cost us taxes and the volun- 
tary risk of capital to attain some 
of the practical advantages which 
other forms of government have ac- 
quired. 


Cost of Dictatorship: 
The Loss of Freedom 


Dictatorship, however, involves 
costs which the American people will 
never pay: The cost of our spiritual 
values. The cost of the blessed right 
of being able to say what we please. 
The cost of freedom of religion. The 
cost of seeing our capital confiscated. 
The cost of being cast into a concen- 
tration camp. The cost of being 
afraid to walk down the street with 
the wrong neighbor. The cost of hav- 
ing our children brought up not as 
free and dignified human beings, bu! 
as pawns molded and enslaved by 4 
machine. 

If the avoidance of these costs 
means taxes on my income; if avoid- 
ing these costs means taxes on MY 
estate at death, I would bear those 
taxes willingly as the price of my 
breathing and my children breath- 
ing the free air of a free country, 
as the price of a living and not 4 
dead world. 

Events abroad have made it i- 
creasingly clear to the American 
people that dangers within are less 
to be feared than dangers from 
without. If therefore a solution of 


| this problem of idle men and idle 


capital is the price of preserving oUt 
liberty, no formless selfish fears ca" 
stand in our way. 

Once I prophesied that this g&"- 
eration of Americans had a rende2 
vous with destiny. That prophecy 
comes true. To us much is give”; 
more is expected. | 

This generation will “nobly savé 
or meanly lose the last best hope 
of earth... The way is plain, peace- 
ful. generous, just—a way 


which 
followed the world will Ap- 


forever x 

plaud and God must forever bless 
FRANKLIN D. ROOSEVELT 

The White House, 

January 4, 1939. 
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The Record of the Evaporated Milk Industry; 
Sales Are Doubled, Prices Halved Since 1920 





COPYRIGHT, 1939, By THE UniTep States News PUBLISHING CORPORATION. 





IGHTY times every second some- 
one in the United States punches 
a hole in a can of evaporated milk. 
Throughout the 24 hours every day 
of the year these busy can openers 
are at work. If they could be heard, 
the noise would be like the patter of 
rain on a tin roof. 

Seven million cans of milk every 
day are consumed, amounting to 25 
per cent of all cans of food used in 
this country. 

Evaporated milk is just good, 
whole, cow’s milk evaporated to half 
its original volume, according to the 


Irradiated Evaporated Milk Institute. | 


Nothing is added to the milk and 
nothing removed except about half 
of the natural water. 


Evaporated milk must be distin- 


guished from its forerunner, sweet- , Crude pictures of men worshiping 
ened condensed milk, which contains cows for the food they provided have 
40 per cent sugar, added to keep the been found painted on _ rocks, 
milk from spoiling before it was estimated to be more than 10,000 
known how to preserve plain whole year old. In the ancient city of 
milk in cans. Babylon, which flourished 6,000 years 
Milk for evaporated milk comes 280, have been found sculptured 
from the finest dairy cattle in our _ Panels of milking scenes, cows and 
best dairying regions. The most sani- | their calves and men milking the 
tary, up-to-date equipment is used cows into tall jars. 
in the great plants in the country. 
The milk is evaporated, canned and 
sterilized by heat so that it will keep 
indefinitely, and is absolutely safe— 
ready for every milk use, the Insti- 


The Early Attempts 
To Preserve Milk 


Many early records indicate that 


tute says. None of the important milk was used largely in a soured or 
milk nourishment is lost during . fermented state, since refrigeration 
processing. and sanitation were unknown. At- 


Milk has been used as food by hu- 


man beings for thousands of years. | make “pastes” of milk to prolong its 
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A MAESTRO OF POWER 


WIFT and responsive as the strings and 

brasses of a great orchestra, power moves 
beneath this man’s finger tips. Electric power, 
varied at his will from the crashing force of ten 
thousand sledges to the delicate pianissimo 
that pares a hairbreadth from a piece of steel. 
And so, from the machine that obeys this 
man’s bidding rolls forth the symphony of 


American industry —more goods for more people at 


less cost. 


This man is typical of the millions of American 
workmen who, with the machines they direct, 
set the tempo of American industry. Today the 


mechanical power in the hands of each factory 


G-E research and eng 


GENERAL @ ELECTRIC 


ineering have saved the public from ten to one hundred dollars for every dollar 


worker is four times what it was 50 years ago. 
As a result, the amount that each worker can 
produce has more than doubled. And because 
he produces more, he has more. 


That is why five out of six American families 
own radios, why four out of five have automo- 
biles, why one out of three owns an electric 
refrigerator. That is why America has today 
the highest standard of living the world has 
ever known. And General Electric scientists, 
engineers, and workmen, by applying electric 
power to the machines of industry, have done 
much to make this progress possible. Their 
efforts today are directed to the task of bring- 


ing about still higher living standards. 


they have earned for General Electric 


+ usefulness. 


| ernment had offered a prize of 12,000 


|} in 1885 evaporated milk was com- 
| mercially prepared for the first time. 


tempts were made to evaporate or | 


The Story of American Efficiency + 


| 


| sat in the shadow of his camel and 
| added water to a 























Camel drivers on the 
desert allowed camel’s milk to sour, 
then dried it until solid. The driver 





handful of dried 
milk powder for a lonesome but nour- 
ishing meal. 

Ever since the first use of milk 
by mankind, there has been a great 
need for safe, storable milk—milk 
which would keep for long periods 
of time and still supply the many 
essential food substances which make 
it the most nearly perfect food we 
have. 

The first step toward preserving 
milk was taken in 1810, when a | 
French scientist, Nicholas Appert, 
discovered that he could preserve 
food by heating it in an air-tight con- 
tainer. 

Appert was seeking methods of | 
supplying food for Napoleon’s armies, 
who were then fighting most of the | 
nations of Europe. The French gov- 


francs for the discovery of a method 
of preserving food for the soldiers, 
When he was awarded this prize, Ap- 
pert little dreamed of the great can- 
ning industry which was to develop 
from his experiments. 


Evaporation Method 
Made Practical in 1885 


Following Appert came a rush of 


researchers on both sides of the 
ocean, who gradually evolved the 
technique of food canning. The 


vacuum pan was developed, in which 
milk could be boiled at low tempera- 
ture (about 130°F.) without losing 
any of its food value. 

At the peak of this work a young 
Swiss experimenter, who had found 
encouragement and financial backing 
in the United States, developed the 
first sterilizing machine, which re- 
volved the individual cans of milk 
as they were heated. Thus all the 
milk inside a can could be heated 
uniformly. In a small midwest town 






Try This 
Old-time Favorite 
THE LARGEST- 
SELLING KETCHUP 
IN THE WORLD! 


Evaporated milk was put on trial 
on a large scale when the Spanish- 
American War came. This was the 
first time in history that an army was 
supplied with plenty of pure, safe 
milk. Evaporated milk helped main- 
tain the health of the soldiers, who 
became acquainted with its good 








[Continued on Page 14.] 


yE VOW FORGOTTEN 
HOW DELICIOUS 
KETCHUP CAN BE? 















Heinz Makes 
Real Old-Fashioned 
Ketchup For Youl 


ANDER back down memory 

lane to the foods that de- 
lighted a hungry child, and you'll 
remember how scrumptious 
mother’s ketchup tasted on eggs 
and stews and any number of 
dishes! Then recapture that 
unforgettable thrill by tasting 
Heinz Tomato Ketchup! —the 
boiled-down goodness of Heinz 
“aristocrat” tomatoes, Heinz 
Vinegar, pure granulated sugar 
and rare spices. 


Clever cooks buy two bottles of 
Heinz Tomato Ketchup at a 
time: one to add zest to their ome- 
lets, hashes and gravies —the 
other for table use. Placeg bottle 
within your husband’s reach at 
mealtime. No need to remind A 

how delicious Heinz ketchup is! 


HEINZ 


‘ TOMATO 
KETCHUP 






























































WITH EXCLUSIVE NEW 


RHYTHMIC RIDE f 


and Eighty with Observation Bodies by 
Fisher. And, with Dual Center-Control 
Steering and Handi-Shift, it’s a honey to 
handle whatever the traffic. Why not 
come in and get the quality feel of an Olds! 


ONESTLY, now, wouldn’t you much 

rather drive an Olds, with all of its 
quality features, up-to-the-minute styling 
and pace-setting performance? Well, you 
can! The 1939 Olds Sixty is right square 
down in the low-price field. It’s big and 
roomy with wide-vision windows and 
windshield, It gives you Quadri-Coil Spring- 
ing, 4-Way Stabilization and Knee-Action 
-—the same Rhythmic Ride you get in the 
luxurious, popular-priced Olds Seventy 


"YOU OUGHT TO OWN AN OLDS I" 


*% Delivered price at Lansing, Mich., subject 
to change without notice. Price includes safe- 
ty glass, bumpers, bumper guards, spare tire 
and tube. Transportation, state and Jocal taxes, 
if any, optional equipment and accessories 
— extra. General Motors Instalment Plan 
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THE NEW BUDGET: INCOME, SIX BILLIONS; OUTGO, NINE BILLIONS 


Following is the full text of Presi- 
dent Roosevelt's message to Congress 
on the Federal budget for the fiscal 
year ending June 30, 1940. 





To the Congress of the United States: 

Pursuant to provisions of law, I 
transmit herewith the Budget of the 
United States Government for the 
fiscal year ending June 30, 1940, to- 
gether with this message, which is 
an integral part thereof. The esti- 
mates in this Budget are based upon 


a continuation of all taxes now in | 


force and upon a careful analysis 
of the existing obligations and future 
needs of Government. 
recommend appropriations for the 


purposes specifically detailed in the 


tables which follow. 
BUDGET AND NATIONAL INCOME 


Taxation yields almost all of the 


income of the Government, leaving 
less than 5 per cent to come from 
miscellaneous sources. Revenue from 
taxes depends mainly on two factors: 
The rate of taxation and the total of 
the national income. This holds true 
not only of direct taxes on personal 


and corporate income but also of | 


what are known as ad valorem taxes 
or other forms of indirect taxes, for 
the very good reason that the volume 
and value of goods produced or 
articles imported vary with the rise 
or fall of the nation’s total income. 

We can and do fix the rate of tax- 
ation definitely by law. We cannot 
by a simple legislative act raise the 
level of national income, but our ex- 
perience in the last. few years has 
amply demonstrated that through 
wise fiscal policles and other acts 
of government we can do much to 
Stimulate it. 

Today the nation’s income is in 
the neighborhod of 60 billion dollars 
a year. 
lower. 
to be much higher. 


Relation of Revenues 


To Income Levels 


In order that you may know the 
amount of revenue which the Gov- 
ernment may expect under the ex- 
isting tax structure as the national 
income rises, the following table is 
submitted. It shows the estimated 
revenues which may be derived when | 
mational income reaches certain 
levels between 70 billion and 90 bil- | 
lion dollars. 
Estimated Federal receipts' by principal 

sources, at certain assumed levels of 

national income based on 
December 1938 tax rates 
{In billions of dollars] 


National income 70 80 90 
Income taxes .......\. 2.5 3.9 5.7 
Miscellaneous internal 

i” déccNny s vGne<s 2.2 2.6 3.1 
ES 55.55.55 aa whee A 5 x 
Miscellaneous receipts.. .2 2 Ss 
Pay-roll taxes.......... ys 8 9 

EY ent etia«ssthak ie 6.0 8.0 10.6 

1Tax liabilities excluding trust ac- 


counts. Pay-roll taxes at calendar year 
1938 rates. 

The table is not intended to in- 
dicate the national income for any 
particular year and, of necessity, the 
estimates are rough and may vary 
Somewhat either way. Since taxes 
are paid from one month to fifteen 
months after income is realized, the 
achievement of a 90 billion dollar 
national income in any one year will 
not, for instance, mean tax collec- 
tions of 10 billion dollars in that 
@ame year. This table is an indicator 
and not a gauge. 


Higher Tax Base 
Fails To End Deficits 


During the past nine fiscal years— 
a period which has seen the national 
income drop from a high of 81 billion 
dollars in the calendar year 1929 to 
around 40 billion dollars in 1932 and 
Tise again to about 70 billion dol- 
lars in 1937—Federal revenues, even 
though on a higher tax base, have 
never completely covered expendi- | 
tures. | 

We require continual study of the | 
revenues necessary to carry on the 
mormal functions of the Federal Gov- 
ernment and of the role which Fed- 


eral policy should play in the 
Stabilization of the national econ- 
omy. 


This study includes a consideration 
of: (a) The practicability of reclassi- | 
fying expenditures on a functional | 
basis and the most appropriate | 
methods of financing the different 
classifications; (b) the problem of 
human security including relief and | 
its costs; and (c) the correlation be- 
tween national income on the one 
hand and Government receipts and 
expenditures on the other. 

An analysis of receipts and ex- 
penditures by major classes over a 
ten-year period, as set forth in the 
accompanying table, indicates the 
nature of the problems to be studied. 


ORDINARY EXPENDITURES 

The expenditure side of a budget 
May be divided into two major 
classes, namely—ordinary, which in- 
cludes the operating expenditures for 
the norma! and continuing functions 
of government, and 
which includes those expenditures 
required to meet the non operating 
@r the unusual costs of government. | 


extraordinary, 


» 


I, therefore, | 


A few years ago it was much | 
It is our belief that it ought | 


“Where the Government's Money Is to Go For the Next Year—A Deficit of 
3,326 Millions—The Financial Record Since 1931 | | 









Senate Majority Leader Barkley 


Harmony at the Outset—But the “Record” Will Probably Tell a Different Story 


N RAPID ORDER, the President of the United States delivered his annual mes- 
sage to Congress, sent up his recommendations for the new budget and a list 
of important appointments for confirmation to high official posts. Legislators be- 
gan the opening session of the 76th Congress in a seemingly harmonious spirit— 





— Congres 





UNITED STATES 


OF AMERICA 


sional Record 


PROCEEDINGS AND DEBATES OF THE 76 CONGRESS, FIRST SESSION 
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WASHINGTON, TUESDAY, JANUARY 3, 1939 


Net 





Congress, the 


Eternal God 


eommenced this day 

‘The Senate assembied in its Chamber at the Capito! 

John N. Garner, of Texes, Vice President of the United 
tates, called the Senate to order at 12 o'clock meridian 

The Chaplain, Rev Z*Barney T. Phillips, D. D.. of the city 
@f Washington, offered the following prayer 


the hope of all who turn to Thee, forgive whatever is amiss 
in these poor human lives—our sins, our ignorances, and our 
oft misusings of Thy grace—that with pure hearts and clear 


Senate 


‘The 34 of January being the day prescribed by the Con- 
stitution of the United States for the annual meeting of 


first session of the Seventy-sizth Congress 









ti 
ferred on 
Btates 
and Heavenly Father, who art the help and | Mson ® 
Enown ea the Dollar 


Li 


Orrrep Staves Saxave 


Movawsan 9 (988 
Mr Dean Govmwon; f hereby resign the office of United States 
Senator to take efiect immediately. 


ed to express my deep appreciation of the honor they com 
me to represent Californie tp the Senate of the United 


My resignation i* prompted by the fect that the Maritime Com- 
t Washington h to r 


board of directors of the round-the-world steamship line formerly 

ne—the name of which has recently been 
to American President Lines [ cannot assume the duties 
cf this position without surrendering my 
Grates Senator ond. as those duties demand my immediate atrer- 


{Oopy} 


ae invited me of the 


commission as United 


House Speaker Bankhead 





but it will remain for the Congressional Record, that infallible day-by-day document 
of Congressional debate, to record the pros and cons of the lawmakers as they bat- 
tle with words over the recommendations, specific and 


shows Record in new typographical dress. Use of seal is also new. 


tions of the Government. 


Comparison of Deficits 
With Capital Outlays 


I should like to call your attention 
| to the table below compering for 
the 10-year period the amount of the 
Federal deficit and the increase in 
the public debt, with the amount in- 
cluded therein for capital outlays. Is 
should be understood that this table 
is not intended to represent values 
on an earning basis. Nevertheless, 
under our policy of expanding capita] 
outlays to compensate for variation 
in private capital expenditures and 
of making loans to meet emergency 
needs of our people, the table clearly 
shows that the greater part of the 
deficits and the larger part of the in. 
crease in the public debt have gone 
for permanent additions to our na- 
tional wealth. 

Let us all fix that fact in our minds 
so that there shall be no doubt about 
it and so that we may have a clear 
and intelligent idea of what we have 
been doing. We have not been throw- 
ing the taxpayers’ money out of the 
window or into the sea. We have 





House Minority Leader Martin 
—Harris & Ewing 


implied. Center photo 





General public works of an annual + carrying charges on the national been forced upon us in increasing + part of additional national defense + porations and credit agencies, such 
| expenditures should, I think, be put 
in a special category on a temporary 


recurring nature may fall in either 


| Class, but in view of their flexibility 


they have been classed as extra- 
ordinary for the purpose of this 
statement. 

The accompanying table shows 
that the excess of expenditures over 
revenues in the ordinary classifica- 
tion i$ attributable to various causes: 


debt, though at lower interest rates; 
and the inauguration of the social se- 
curity and agricultural programs. 
Under all of these classifications, new 
expenditures have been added with- 
cout corresponding increases in taxes. 

Fixed costs have also increased be- 
cause of numerous new appropria- 
tions for grants and subsidies. 


volume by the real necessity for ex- 
panding our national defense. We 
are all aware of the grave and un- 
settling developments in the field of 
international relations during the 
past few years. Because of the con- 


ditions of modern warfare, we must | 
now perform in advance tasks that | 
formerly could be postponed until | 
















































































New functions undertaken; more Another type of expenditure has ' war had become imminent. A large 
The Federal Budgets, 1931 to 1940 
Actual and estimated receipts and expenditures of the Government for the fiscal years 1931-40 
(Classifications include expenditures from both general and emergency funds) 
[In millions of dollars] 
Total Estimated Actual 
—_~——__-, — ate — 
1931-40 1940 1939 1938 1937 1936 1935 1934 1933 1932 1931 
RECEIPTS 
Internal revenue: 
BED GAN bn.cenc cedcodvcctcedecceses 15,789 1,903 2,086 2,635 2,158 1.427 1,099 818 746 1,057 1,860 
Tax on unjust enrichment ........... 24 6 6 6 6 mea an Raps oe 7 
Miscellaneous internal revenue ...... 16,035 2333 2,173 2,280 2.181 2,009 1,657 1,470 858 504 570 
Taxes under Social Security Act...... 2,153 686 611 604 we uveee) Eve Sinks © b5Nes ecece e000 
Taxes upon carriers and their 
PTT ET ORT Cree ° 383 124 109 Dee bavew “Bivee eaees <0s80 eee seeee coece 
Processing tax on farm products...... ae a ee 77 521 353 ° ° see 
Railroad Unemployment Insurance Act.... 5 S «exsas fore “nes Witte seats .ateae  veskese hess: . sana 
SIR AEE Say ts Oks 60.550605-00-6 04 004008 3,583 404 335 359 486 387 343 313 251 328 377 
MiscellaneOus TreCeiPlS oo. seecesceseceeees 2,110 208 200 208 211 216 180 162 225 117 383 
Pe SOI Sak eho sc caccineccaces 41,033 5,669 5,520 6.242 5,294 4,116 3,800 3,116 2,080 2,006 3,190 
EXPENDITURES 
Ordinary expenditures: 
Legislative, judicial, and civil 
establishments 
Legislative establishment ........... 197 22 21 21 21 22 18 16 16 19 21 
Department of Agriculture ........ 1,050 136 152 134 149 119 71 63 66 94 66 
Department or Commerce ........ 358 40 31 30 33 37 33 25 33 39 48 
Department of the Interior......... 694 92 95 92 73 62 65 45 54 61 55 
Department of Justice ............ 405 50 42 41 37 38 33 31 42 48 43 
Department of Labor ..... et ae 197 22 20 26 31 27 18 12 14 15 12 
Post Office Department (deficiency) 876 53 57 47 39 86 64 64 117 203 146 
Department of State ........... 159 17 17 17 17 17 16 ll 15 17 15 
Treasury Department .............. 1,452 170 165 156 155 145 123 111 132 159 136 
War Department ‘non-military).... 490 51 54 52 54 47 50 44 43 47 48 
District of Columbla (United States 
SEY 6-39 visacctieee <ohe aca 64 5 5 5 5 8 5 6 8 10 a 
Independent offices and commissions 735 148 120 91 15 69 66 30 44 44 48 
Supplemental items ...........ees0- 70 50 20 a peewee ‘etsed “Sides ° eccce eevee eeeee 
Total legislative, judicial and civil 6,747 865 799 712 689 675 562 458 584 756 647 
PEAEIOTRL GOTOMSE occ cvcsccsscsecccee 8.019 1,126 1,017 980 895 880 663 494 633 664 - 667 
Veterans’ pensions and benefits...... 9,050 539 540 572 1,128 2,348 604 554 849 973 943 
Interest on the public debt........... 8,045 1,050 976 926 866 749 821 757 689 599 612 
ReTUMGS OF TOCSIMES 2. vce cccssscccoce 750 71 66 100 56 54 77 64 70 101 91 
Agricultural Adjustment Program..... 3,820 694 703 362 527 533 712 289 oeeee eccce oovce 
Ne MI os 6 cn¥ sc ceccerccccecvece 2.915 928 833 678 448 28 eg chs ‘ os 
Railroad retirement ..............00. . 390 127 112 145 A hated sbee’ <kxaw ab602 eoees eveve 
Government employees retirement 
oa RET pee : aus 428 87 75 73 47 41 21 21 21 21 21 
Other (Commodity Credit losses, set- 
tlement of war claims, etc.)........ > Sarre Tr 98 1 1 3 14 5 49 6 
Supplemental items ...........cecee8. 180 0 Ment acncw oka eadwed: ¥Ss0a dbece  deeke>| | Haves e800 
Total, national defense, etc..... +++ 33,768 4672 4,452 3.934 3,974 4,634 2,895 2,193 2.267 ~ 2.407 “2 340 
Total, ordinary expenditures ....... 40,515 5537 5,251 4,646 4663 5,309 3,457 2,651 2,851 3,163 2.987 
Extraordinary expenditures: 
Supplemental item: 
New national defense program...... ° 210 Bee (tases ° ° . © @eece cocoon  eeeve eres ee 
Public works: I (z : Te athitiad : 
Public highways . 000 cteseeeoewen 2.424 213 232 237 351 244 317 268 178 210 174 
Tennessee Valley Authority .......... 263 40 43 42 42 49 36 11 ice “Suate 
Reclamation beyEee ccsenveseubae 459 68 93 65 52 50 41 25 25 26 l4 
Rivers and harbors, improvement..... 905 60 83 98 148 150 133 76 51 55 51 
EE GED, Sain ey 5005 cedwewendeobee 510 101 98 61 45 36 31 41 34 28 35 
Public buildings ..... Puts ate boue 740 62 60 77 76 68 58 79 106 86 68 
Grants to public bodies, including 
EL |v sencteccane'eh aes seee 1,523 366 392 190 273 234 49 19 oT , 
A 5 600 6463656065. 0054000000e0k0% 1,128 134 228 110 115 83 101 106 78 94 79 
EE 654456494580049 0000s sakes bene 7,952 1,044 1,229 880 1,102 914 766 625 - 472 499 421 
Unemployment relief: ¥ opines ws oi. CU ai tt te 
Direct relief etedecdneedéubvpeedes 4,048 42 97 154 184 588 1,916 716 a Ty ee ore 
Work relief (WPA, etc.) .........0c00e 7,198 7 1,604 1516 1.957 1,298 11 ae ee eee 
Civilian Conservation Corps ......... 2,550 285 290 326 386 486 436 332 9 ‘ “i 
Supplemental items ..............0-. 2.435 1,635 750 fs: ee ae ee li 
EE au Viserusaks sic 05s cccenbuseess 16,231 2,019 2,741 1,996 2,527 2.372 2 363 1,853 : 360 ee . , i ss ° 
Loans, subscriptions to stock, etc. (net). 3,339 120 271 104 150 ; ml 7 424 ay 882 oa 181 ¥ 873 7: 263 
Supplemental item ......... ; 65 65 ; a ere 7 
Total, extraordinary expenditures..... 27,797 3,458 4,241 2,980 3 779 3,357 "3.553 3,360 1,013 “4372 684 
Total expenditures, exclusive of debt — an eed ies a 
DOCTCTNIONG scscovcccccevecsicscvcces 68.312 8,995 9,492 7.626 8442 8666 7.010 6011 3.864 4,535 3,671 
Sane SNEED -sSbnpbbGtsedneeseakieudauns 27,279 3.326 3.972 1.384 3.148 4,550 3,210 2,895 1 784 “2 529 ie 481 
Increase in gross public debt............. 28,27 3,326 3,967 740 647 5.077 1648 4514 “8.052 "2.686 ‘ 616 
Gross public debt at the end of « ach : , ; pa 7 nis 
2 fisc R, JORE ee cectcesevctseoevecesesones Seeds 44.458 41,132 37,165 36,425 33,778 28,701 27,053 22,539 19.487 16.801 
‘Excess of credits, deduct 


NOTE—This statement is on the basis of ghe daily Treasury statement as revised on July 1, 1034 


basis. 


The operating expenses of the Gov- 


ernment have also increased because 
of reductions in the hours of work 
of certain classes of Federal employ- 
ees, and because of expansion of the 
normal functions of the Government 
with the growth of the country. 


Cost of New Functions 


Of the Government 


Among the 
functions which have added to the 
costs of the ordinary budget, the 
farm program is outstanding. Soil 
conservation expenditures and other 
outlays for the crop adjustment pro- 
gram which are of a continuing na- 


new governmental | 


ture and produce no direct return to | 


the Federal Government have been 
only partially covered by new reve- 


| nues, 


A new, and partly self-financing, 
addition was made to the ordinary 
expenditures when the Social Secur- 
ity Act was passed to safeguard the 
economic security of a large portion 
of our population. However, no pro- 


| vision was made for revenues which 


would pay for grants to States for 
old-age assistance, for maternal and 
child welfare, for public health work, 
and for aid to dependent children 
and the blind, which expenditures in 
1940 will approximate $286,000,000. 
Furthermore, consideration is now 
being given to plans for spreading 
the coverage of, and for revising the 
benefits under, the Social Security 
Act, and for improving public health 
facilities. These plans present major 
questions of future national policy 
and directly affect the Budget. 


EXTRAORDINARY EXPENDITURES 


Beyond these questions of ordinary 
expenditures are those which relate 
to the nonoperating or unusual costs 
of Government and involve extra- 
ordinary expenditures that deal more 
particularly with the relationship be- 
tween fiscal policy and the economic 
welfare of the country. These ques- 
tions concern Government loans, cap- 
ital outlays, and relief of need. Ex- 
penditures made under these heads 
are of such a flexible character as to 
provide, through their contraction or 
expansion, a partial offset for the 
rise or fall in the national income. 

The public has been showing an in- 
creased interest in the adoption by 
the Government of a form of budget 
which would conform more nearly to 
the practice followed in commercial 
business. There has been some criti- 
cism of the Government's practice of 
including in its budgetary expendi- 
tures, amounts disbursed for loans, 
or for self-liquidating projects, or for 
other extraordinary capital outlays 
which increase the wealth of the 
Nation. 

I recognized the merit of construc- 
tive suggestions of this nature by 
recommending in my last Budget 
Message a change in the method of 
financing the requirements of the 
Commodity Credit Corporation. This 


recommendation provided for an an- | 


nual appraisal of the assets and lia- 
bilities of the Corporation, and con- 


| 


templated that any surplus from ope- | 


rations or any impairment of capital 
resulting from losses be reflected as 
receipts or expenditures in the an- 
nual Budget. Under this method the 
Budget would be affected, not when 
the investment or loan is made, but 
in the fiscal vear when the 
occurs. Congress 
this recommendation in 


Surplus 
approved 
the act 


or loss 


ot 


| March 8, 1938, and it might well give 


| 





consideration to an extension of this 
principle to other goveramental cor- 





been buying real values with it. Let 
as: me repeat: The greater part of the 
Agencies under the Farm Credit | budgetary deficits that have been 
Administration | incurred have gone for permanent, 
Electric Home and Farm Authority ‘angible additions to our national 
Export-Import Banks of Washing. Wealth. The balance has been an 
ton investment in the conservation of our 
Farm Security Administration human resources, and I do not re- 
Federal Crop Insurance Corpora- 84rd a penny of it as wasted. 
tion | A year ago I recommended an in- 
Federal Savings and Loan Insur- | crease in work relief, public works, 
ance Corporation and other related expenditures to 
Home Owners’ Loan Corporation check the downward spiral of busi- 
Inland Waterways Corporation ness. The program undertaken at 
Panama Railroad that time has contributed materially, 
Reconstruction Finance Corpora- I believe, to the existing upward 





tion movement of business and employ- 
Rural Electrification Administra- ment; and I feel that the business 
tion men and farmers and workers of the 


country, no less than the unem- 
ployed, are entitled to an assurance 
that this program will not be cur- 
tailed arbitrarily or violently. 

The actual cost of work relief and 
similar expenditures goes down after 
jcbs are found by workers on these 
rolls. A violent contraction, before 
the natural expansion of private in- 
dustry is ready to take up the slack, 
would mean, not only human misery, 
but a disruptive withdrawal from 
American industry of a volume of 
purchasing power which business 
needs at this time. The necessity of 
increasing Federal expenditures a 
year ago to check the recession is a 
well-known fact. Any decision to de- 
crease those expenditures now that 
recovery has just started would con- 
stitute a new policy which ought not 
to be adopted without full under- 
standing of what may be the result. 


May I say emphatically that I am 


U. S. Maritime Commission 

Public prospects of a self-liquidat- 
ing character represent another 
class of expenditures appearing in 
the annual Budget as current out- 
lays, to which this principle might 
also be applied. For example, out- 
lays for the Boulder Canyon project 
amounting to more than 120 million 
dollars have been included in annua 
budgetary expenditures of the Gov- 
ernment, notwithstanding that the 
total cost of the project, including 
capitalized interest during the period 
of construction, will be returned to 
the Government within 50 years, 
with interest. 

While I do not advocate that the 
Government capitalize all of its ex- 
penditures for physical improve- 
ments, it seems to me that such por- 
tions of the cost of public projects 
as are clearly self-liquidating should 
occupy a separate category in bud- 


getary reporting. Our financial | [Continued on Page 11.] 
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The Federal “Investments’ 








Comparison of Federal outlays for durable improvements and recoverable loans and 
investments with the net deficit and increase in gross public debt for the 
period July 1, 1930, to June 30, 1940 


{In millions of dollars] 





Actual Estimated Total 
a we vin, ipa anatty 
1931 1932 1933 1934 1935 1936 1937 1938 1939 1940 
Deficit, excluding debt 
retirement ... .q-- 481 2,529 1,784 2,895 3,210 4,550 3,148 1,384 3,972 3,326 27,279 
Increase in gross ,ub- 
i Pee ee 


616 2.686 3.052 4,514 1,648 5.077 2,647 740 3,967 3,326 28,278 
Federal outlays for dur- 
able improvements 
and’ recoverable loans 
and investments: 
Direct Federal pub- 





lic works ....... 247 289 204 338 400 436 478 453 605 465 4,018 
Recoverable loans 
and investments’ 
Public roads 263 873 181 881 423 69 115 72 234 123 73,234 
Conservation work 
through Civilian 
Conservation 
RE ticncanbbes 174 210 178 268 317 244 351 287 #232 #219 2.4% 
New construction 
projects of Works 
Progress Admini- 
stration® ........ 9 332 436 486 386 326 200 285 2,550 
Grants to public 
bodies for public 
works ‘including 406 595 464 734 488 2,687 
administration) . 19 49 234 273 190 392 366 1,523 
Total outlays.. 684 1,372 662 1,838 1.625 1,875 2,198 1,742 2,487 1,940 16,431 
Stabilization fund‘ .... 2,000 
18,431 


‘This statement is on the basis of the daily Treasury statement as revised on 
July 1, 1938. 

*This amount excludes $170,000,000 of repayments covered 
receipts of the Treasury. 

*The Works Progress Administration has estimated that between 30 percent and 
40 percent of the expenditures of that Administration represent outlays for new 
construction. This does not represent the entire amount of durable improvements 
made with Works Progress Administration funds, since additions to existing struc- 
tures are not classed as new construction. However, for the purposes of this state- 
ment, a figure has been used representing only new construction, namely, 34 per cent 
of the Works Progress Administration expenditures, after excluding administrative 


into miscellaneous 


expenses, expenses of the Nationai Youth Administration, and expenditures for 
rural rehabilitation 

This fund was established from the increment resulting from reduction in weight 
or the gold dollar. This increment was not included in the general receipts of th® 
Government, nor was the expenditure for the establishmnt of the stabilization fun¢ 


classed as general. Thus the transactions which resulted in this fund did not, in 
any way affect the deficit. Nevertheless, the balance remaining in this fund could 
when no longer needed for the Purpose of stabilization, be. utilized as an offsed 


} against the increase in the debt, 


+ statements, of course, should Clearly 
reflect, in appropriate classifications, 
the amount of Government outlays 
for physical improvements that are 

| not self-liquidating in character. We 

must take into account the necessity 
| for making such of these and other 
changes as will permit the presenta. 
| tion to the Congress and to the pub- 
lic of more accurate and intelligibig 
Statements of the financial opera. 
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January 9, 1939 








WHAT GOVERNMENT PLANS TO SPEND 
AND EXPECTED REVENUES NEXT YEAR 


in excess of the amounts collected ¢ tual net deficit in 1938 of $1,384,- 


from the same sources during 1937. | 160,931. 
| June 30, 1939, is estimated at $41,- 


{Continued from Page 10.] 

not suggesting an ordinary budget 
which is always balanced and an ex- 
traordinary budget which is always 
unbalanced. The ordinary expenses 
of government should continue to be 
met out of current revenues. But I 
also hope that those revenues in 
times of prosperity will provide a 
surplus which can be applied against 
the public debt that the Government 
must incur in lean years because of 
extraordinary demands upon it. 


Moderate Increases 


In Taxes Sought 


I believe I am expressing the 
thought of the most far-sighted stu- 
dents of our economic system in say- 
ing that it would be unwise either tc 
curtail expenditures sharply or to im- 
pose drastic new taxes at this stage 
of recovery. But in view of the addi- 
tion to our public expenditures in- 
volved in the proposed enlarged na- 
tional defense program and the pro- 
gram for agricultural parity pay- 
ments, for which no revenue provi- 
sion has yet been made, I think we 
might safely consider moderate tax 
increases which would approximately 
meet the increased expenditures on 
these accounts. 
however, that it is my firm convic- 
tion that such new taxes as may be 
imposed should be most carefully se- 
lected from the standpoint of avoid- 
ing repressive effects upon purchas- 
ing power. 

Sound progress toward a budget 
that is formally balanced is not to 
be made by heavily slashing expendi- 
tures or drastically increasing taxes. 
On the contrary, it is to be sought by 
employing every effective device we 
may have at our command for pro- 
moting a steady recovery, which 
means steady progress toward the 
goal ‘of full utilization of our re- 
sources. We can contribute very ma- 
terially toward that end by a wise 
tax program. 


Asks Re-enactment 
Of Expiring Levies 


I am recommending the re-enact- 
ment of the excise taxes which will 
expire in June and July of this year, 
not because I regard them as ideal 
components of our tax structure, but 
because their collection has been per- 
fected, our economy is adjusted to 
them, and we cannot afford at this 
time to sacrifice the revenue they 
represent. If the Congress should at 
this session adopt new taxes more 
scientifically planned to care for the 
defense and agricultural programs, it 
is quite possible that the existence 
of these new taxes will enable us in 
a later year to give consideration to 
abolishing some of the present ex- 
cise levies. 

The revised estimate of receipts for 
the fiscal year 1939 as contained in 
this Budget is $5,520,070,000, and of 
expenditures, $9,492,329,000, leaving a 
deficit of $3,972,259,000. 

The estimated receipts for the fis- 
cal year 1940 amount to $5,669,320,000, 
and the expenditures for that year 
are estimated at $8,995,663,000, re- 
sulting in a deficit of $3,326,343,000. 


RECOMMENDATIONS 
Temporary miscellaneous internal- 
revenue taxes.—I recommend that | 


The United States Wews 
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+ the Congress take steps by suitable 
the miscel- * 


legislation to extend 
laneous internal-revenue taxes which 
under existing law will expire next 
June and July, and also to maintain 
the current rates of those taxes 
which would otherwise be reduced | 
next June. I consider that the rev- 
enue from such taxes or its equiva- 
lent is necessary for the financing of 
the Budget for 1940. 

Postal receipts.—The estimates of 


| appropriations for the Postal Service 
| included in the 1940 Budget are pred- 


It should be added, ' 


icated upon the enactment of legis- 
lation to provide for the continuance 


during that fiscal year of the 3-cent | 


postage rate for first-class mail other 
than for local delivery. While the 


Approximately the same amounts 
were received in each of the two 
years from the tax on unjust enrich- 
ment and from miscellaneous re- 
ceipts. On the other hand, the rev- 
enue from customs during 1938 de- 
clined $127,169,000 from the 1937 col- 
lections. 

Expenditures—The total expendi- 
tures for the fiscal year ended June 
30, 1938 (exclusive of expenditures 
for debt retirement and those pay- 
able from postal revenue) amounted 
to $7,625,822,158, as compared with 
expenditures on the same basis in 
1937 of $8,442,408,756. Of the re- 
duction of $816,586.000 in the 1938 


Government collects more than it | expenditures below those of 1937, the 











How the Federal Debt Is Held 











{In millions of dollars] 


June 30 June 30 
40 1939 


19 June 30 June 30 June 30 
1938 1937 





(esti- (esti- 1936 

mated) mated) 

Market operations: 
Held by— 
Public (banks, insurance companies, trust 

companies, corporations, individuals, etc.) 35.449 33,073 30,144 30,677 29,408 
Federal Reserve System .......cscececsecss 2,564 '2564 2564 2526 2,430 
Governmental agencies .......cccccccecess 601 601 565 451 381 
Government trust funds ......ceceeseess 1,260 ‘1,260 1,217 1,212 933 
39,874 37,498 34,490 34,866 33,152 


Special issues: 
Held by— 
Old-age reserve account 





Unemployment trust fund ..........eeeees 1,209 872 312 19 
Railroad retirement account .......cceeee- 81 76 66 ea ee 
Employees’ retirement funds .......sseeees 551 463 396 316 280 
fe Se reer er eT ye 564 557 549 538 123 
EOP errr ae eT ee rr ne 157 157 130 125 200 
4,584 3,634 2675 1,558 626 

errr e rere ey eo eT 44,458 41,132 37,165 36,424 33,778 





1 As of Dec. 1, 1938, and it is assumed for the purpose of this statement only that they 


will remain at these amounts throughout the 
spends on first-class mail, the Postal 
Service is not self-supporting because 
it carries other classes of mail at less 
than cost. 

Civilian Conservation Corps—The 
Civilian Conservation Corps has 
demonstrated its usefulness and has 
met with general public approval. It 
should be continued beyond June 30, 
1940, and I recommend that Congress 
enact during its present session the 
necessary legislation to establish the 


Corps as a permanent agency of the | 


Government. 


REVIEW OF THE FISCAL YEARS 
1938 and 1939, AND THE FISCAL 
PROGRAM FOR 1940 
This review concerns the cash ac- 
tually received and paid out by the 
Treasury in the fiscal year 1938, the 
estimates of receipts and expendi: | 
tures for the fiscal year 1939, and the | 

fiscal program for 1940. 


FISCAL YEAR 1938 


Receipts.—Total general fund re- 
ceipts for the fiscal year 1938 
amounted to $6,241,661,227 which was 
a gain over 1937 of $947,821,000. The 
receipts from income taxes were 
$447,091,000 in excess of the amount 
collected from that source in 1937 
while miscellaneous internal-revenue 
taxes were $98,235,000 more. The 
amounts collected from pay-roll taxes 
under the Social Security and Car- | 
riers’ Taxing Acts were $502,075,000 








Bank of America 


NATIONAL eivines ASSOCIATION 
CALIFORNIA’S ONLY STATEWIDE BANE 


Condensed Statement of Condition 
December 31, 1938 


RESOURCES | 


Cash in Vault and in 

Federal Reserve Bank. . . 
Due from Banks . . . . - 
Securities of the United States 


Government and Federal Agencies 





$ 166,333,489.77 
113,835,809.49 





412,278,313.07 


State, County and Municipal Bonds . . . 102,975,352.36 
Other Bonds and Securities . eee 39,678,762.88 | 
Stock in Federal Reserve Bank . — 2,700,000.00 
Loans and Discounts rere 673,828,309.03 | 
Accrued I t and A ts Receivable 1,750,995.60 


Bank Premises, Furniture, Fixtures and 


Safe Deposit Vaults . 
Other Real Estate Owned 


Customers’ Liability on Account of 
Letters of Credit, Acceptances and 


35,531,683.59 
3,865,279.79 


20,538,921.68 


Endorsed Bills. . . - + ° | 

Other Resources. . . «. + «+ «© = 1,404,752.25 

TOTAL RESOURCES $1,574,721,669.51 | 

LIABILITIES 

Capital. ..- ee eee e $ 50,000,000.00 
Surplus. 2. 2 © ew oe ee we eo © @ 42,000,000.00 
Undivided Profits é¢ © 5 22,058,599.85 
— 2.771,761.76 


Liability for Letters of Credit and as 
Acceptor, Endorser or Maker on 


20,863,816.97 





Acceptances and Foreign Bills . e 
DEPOSITS: 
Commercial $615,216,151.04 
Savings. . 821,811,339.89 1,437,027.490.93 
TOTAL LIABILITIES $1,574,721,669.51 


This statement includes the figures of the London, England, 
banking office: 12 Nicholas Lane, E.C. 4 


MAIN OFFICES IN TWO RESERVE CITIES OF CALIFORNIA 


SAN FRANCISCO 
1 POWELL ST. 


impin 
FEDERAL BESERVE 
Systtim 


494 Branches Serving All California 


LOS ANGELES 
660 SO. SPRING ST. 


STATEWIDE @ F108 AL 06r0517 > 


INSURANCE CORP 





fiscal years 1939 and 1940. 








| bonus payment, which was a non- 
recurring item in 1937, accounts for 


$772,539,000 less in 1938 than in 1937, 
and transactions in revolving funds 
were $82,583,000 less. Transfers to 
| trust accounts increased $290,937,- 

000, while expenditures for other 

purposes were $304,264.000 greater. 

Deficit and public debt—The gross 
| deficit for the fiscal year 1938 
| amounted to $1,449,625,881. 
ing $65,464,950 for statutory debt re- 
tirement, the net deficit was $1,384,- 
160,931. The estimated net deficit 
submitted 4 year ago, as revised and 
adjusted, was $1,204,330,000. The in- 
crease in the gross public debt dur- 
ing the year amounted to $740,126,- 
583, bringing the’gross debt on June 
30, 1937, to $37,164,740,315. 

FISCAL YEAR 1939 

Receipts—The total anticipated 
general fund receipts for the fiscal 
year 1939 will be $5,520,000,000 or 
$399,367,000 less than was anticipated 
in the Budget estimates of last Janu- 
ary and $721,591,000 less than for 
1938. 

This latter decrease reflects the 
adverse business conditions of the 
late months of the 1937 and the early 
months of the 1938 calendar years, 
and is particularly true of income 
taxes which it is estimated will de- 
cline $548,618,000 below the actual 
collections in 1938. Miscellaneous in- 
ternal revenue is expected to be 
$106,483,000 less, and payroll taxes 
will be $34,781,000 less than in 1938. 
Customs revenues are expected to 
show a decrease of $24,187,000 and 
miscellaneous receipts a decrease of 
$8,356,000. 

Expenditures—The total expendi- 
tures (exclusive of expenditures for 
debt retirement and those payable 
from postal revenue) for the fiscal 
year 1939 are now estimated at $9,- 


| 492,329,000. 


Recovery and Relief 


Costs Estimated 


Expenditures for recovery and re- 
lief, including expenditures under an 
anticipated supplemental appropria- 
tion for the last five months of the 
present fiscal year, will amount in 
1939 to $3,187,695,000, an increase of 
$951,528,000 over expenditures for 
this purpose in 1938. There are also 
increases of $170,937,000 for the regu- 
lar departments and agencies; $115,- 
106,000 for the General Public Works 
Program; $53,079,000 for national de- 
fense; $346,318.000 for the agricul- 
tural adjustment program, largely 
for cotton price adjustments and 
parity payments; $38,785,000 for 
grants and administrative expenses 
under the Social Security Act; $49, 
719,000 for interest on the public 
debt; $17,992,000 under revolving 
funds, $78,449,000 for transfers to 
trust accounts; and $150,000,000 for 
supplemental items other than for | 
relief. 

There are decreases of $2,945,000 
for the Legislative Establishment, the | 
Judiciary, and the Executive Office, 
$32,343,000 for veterans’ pensions and 
benefits; $36,383,000 for the Civilian 
Conservation Corps; and $33,734,000 
for refunds of taxes. 

Deficit and public debt—Excluding 
public debt retirements, the net de- 
ficit for 1939 is now estimated at $3,- 
72,259,000, as compared with an ac- 


Exclud- | 


' ments from old balances of emer- 


| tions recommended in this Budget, 


The gross public debt on 


131,502,010. 
FISCAL YEAR 1940 

Receipts—Revenue estimates for 
the fiscal year 1940 are based on the 
assumption that certain taxes which 
would otherwise expire in June and 
July, 1939, will be continued. The 
total anticipated receipts for the fis- 
cal year 1940 on this basis are $5,- 
669,320,000, an increase of $149,250,- 
000 over the estimated revenues for 
the fiscal year 1939. The effect of 
the business recession which began 
late in 1937 will continue to be felt 
in income-tax collections during the 
fiscal year 1940 and such collections 
are expected to be $183,000,000 be- 
low those for 1939. Miscellaneous 
internal revenue on the other hand 











will increase $160,400,000 over 1939, 
and pay-roll taxes are expected to 
be $90,250,000 higher. The tax on 
unjust enrichment is expected to re- 
main at the same figure as in 1939. 

The amount of contributions under 
the Railroad Unemployment Insur- 
ance Act. which appears as a new 
item in 1940, will be $4,950,000. Cus- | 
toms receipts are expected to show | 
an increase of $68,900,090 over col- 
lections from this source during the 
| present fiscal year, and miscellane- 
ous receipts are expected to be 
greater than in 1939 by $7,750,000. 

Expenditures— The expenditures 
contemplated for the fiscal year 1940 
(exclusive of expenditures for debt 
| retirement and those payable from 

postal revenues) total $8,995,663,200 

which is $496,666,000 less than the 
amount estimated for 1939. There 
are increases of $1,046,000 under the 
legislative and judicial establish- 
ments; $83,735,000 for the civil de- 
| partments and agencies; $8,665,000 
under the General Public Works Pro- 
gram; $28,121,000 under the Social 
| Security Act; $74,000,000 for interest 
on the public debt; $4,510,000 for re- 
funds of taxes; and $87,097,000 under 
transfers to trust accounts. 

For recovery and relief it is esti- 
mated that $2,266,165,000 will be 
needed, or $921,530,000 less than the 
amount required for this purpose in 
1939. Supplemental estimates of ap- 
propriations will be submitted to 
meet the requirements of the Works 
Progress Administration, the Na- 
tionel Youth Administration, and the 








Farm Security Adminstration for the 
fiscal year 1940. Of the estimated 
expenditure of $2,266,165,000 for re- 
covery and relief purposes, $1,750,- 
000,000 is the amount estimated for 
expenditure by these three agencies; 
$469,165,000 by the Public Works Ad- 
ministration and various depart- 


gency funds, $10,000,000 by the 
Federal Housing Administration, and 
$37,000,000 for reduction in interest 
rates on farm mortgages. 

National defense expenditures for 
1940 will amount to $1,319,558,000. 
This is an increase of $309,351,000 
over the contemplated expenditures 
for national defense purposes in 1939 
and represents an increase of $99,- 
351,000 for continuing the current 
program and $210,000,000 on account 
of the new $500,000,000 program to 
be submitted at a later date. 


Gross Public Debt 
To be Near 45 Billions 


There are decreases in estimated 
expenditures under the agricultural 
adjustment program of $13,667,000; 
under the Civilian Conservation 
Corps of $5,000,000; under revolving 
funds of $101,949,000; under veter- 
ans’ pensions and benefits of $1,044,- 
000; and under regular supplemental 
items of $50,000,000. 

Deficit and Public Debt.—The esti- 
mated net deficit for the fiscal year | 
1940 is $3,326,343,200, or  $645,- 
916,000 less than the net deficit for 
the current fiscal year. The. gross 
public debt on June 30. 1940, is esti- 
mated at $44,457,845,210. 

It should be pointed out, however, 
that the increase in the debt by 
reason of the deficit does not mean 
that the Treasury will borrow that 
additional sum on the market. There | 
will be available during the fiscal 
year for investment in special issues 
of Government obligations the net 
sum of approximately $950,000,000, 
which represents investments of 
$579,000,000 from the old-age reserve 
account, $271,000,000 from the un- 
employment trust iund, and $100,- 
000,000 from the railroad and Gov- 
ernment employees’ retirement funds 
and from veterans’ funds. 

The accompanying table shows the | 
gross public debt at the end of the 
fiscal years 1936, 1937 and 1938, and 
the estimated gross debt at the end 
of the fiscal years 1939 and 1940. 

Appropriations — The appropria- 





including those for the Postal Serv- 
ice, District of Columbia and prob- 
able supplemental items, total $10,- 
190,311,483. The appropriations al- 
ready made and prospective supple- 
mental items for the fiscal year 1939 | 
for the same purpose total $10,928,- 
609,972. This is a decrease of $738,- 
298.489. 
FRANKLIN D. ROOSEVELT. 
January 3, 1939, 
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Member Federal Deposit Insurance Corporation 





NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, December 31, 1938 


$100,270,000.00 
SuRPLUS . . 2. 1 6 0 0 0 0 8 oc ~=«(100,270,000.00 
35,246,709.16 


Liapinity AS Enporser on Acceprances ann Foreicn Bits. 


United States Government and other securities carried at $95,735,736.08 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


$ 861,438,771.42 
21,178,561.87 


639,878,092, 29 
121,822,947.55 
156,129,392.65 
638,733,623.47 
34,485,281.62 
6,796,875.46 
11,297,920.83 
23,542,485.66 
7,863,223.92 


$2,523,167,176.74 


$ 235,786,709.16 
16,237,009,96 
1,929,624.05 
2,234,332,981.74 
25,062,029.35 
5,630,250.33 
4,188,572.15 


$2,523,167,176.74 
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FOUNDED 1813 


THE PENNSYLVANIA COMPANY 


FOR INSURANCES ON LIVES AND GRANTING ANNUITIES 


Philadelphia 
December 31, 1938 


RESOURCES 


Cash and Due from Banks . . . ..... 
U. S. Governmeni Securities . . . 
State, County and Municipal Securities . . . . 
Other Investment Securities . . . ... . 
Loans Upon Collateral ,. . . . 2 «© 2 « 
Comeeei Oem). «2 st ts tt th hl tlh 
First Mortgages Owned . . « « ww ew ew 
Reserve Fund “Cash Balances in Trust Accounts” 
ge eee ee ee ee eee 
Bank Buildings, Vaults and Equipment. . . . 
Rf ee ee ee ee ee 
Customers’ Acceptance Liability . . . . . . 
Miscellaneous Assets . . .« « « « 


$84,073,708.62 
52,719,330.31 
8,985,722.15 
22,089, 705.87 
38,161,660.11 
29,496,443.95 
6,252,100.00 
7,024,952.97 
965,877.38 
1,991,778.10 
4,890,886.62 
135,353.67 
2,115,927.79 





LIABILITIES 


Capital Stock . 2. 2 + © eo es s+ we oe 
Surplus . . . «© © © *% «© «© © © © « « 
Undivided Profits . oa oe a a a 
Reserved for Contio. 
Reserved for Taxes and Expenses. . . . 
Dividend Payable January 3,1939 . . . ‘ 
ee ee ee ee ee ee 
Letters of Credit and Acceptances. . . . s - 
Miscellaneous Liabilities . . . . 1. « « « « 


10S . . + ° . . . . 


Deposits . . « + + « « 


$258,903,447.54 


$8,400,000.00 
12,000,000.00 
2,547,532.77 
2,333,753.06 
310,294.48 
336,000.00 
518,197.18 
135,353.67 
210,539.36 
232,111,777.02 





$258,903,447.54 


United States Government obligations and other securities carried at 
$24,390,667.55 in the above statement are pledged to secure Government, 
State and Municipal Deposits and for fiduciary purposes, as required by law. 


MEMBER OF FEDERAL RESERVE SYSTEM © MEMBER OF FEDERAL DEPOSIT INSURANCE CORPORATION 
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CHEERING OMENS 
FOR BUSINESS 





Business gets new assurances. 
Heavy spending; no new experi- 
ments. What the President prom- 
ised. 











WUSINESS men scanning the outlook for 18 
$9 months ahead now can be sure of two things. 

The first assurance is that the Federal Gov- 
ernment, through these months, will continue to 
provide large-scale support for business by heavy 
outpourings of borrowed money. 

The second assurance is that the Federal Gov- 
ernment will set under way no new and untried 
experiments of the kind that have upset the 
equanimity of business men in the past. 

President Roosevelt is giving both assurances. 
The best opinion is-that Congress will accept the 
Presidential plans in each instance. 

The President’s plans, submitted to Congress 
in his budget message, call for the Federal Gov- 
ernment to spend five billion dollars between now 
and July 1. This is half.a billion more than the 
Government spent in the past six months. Then, 
during the year beginning next July 1, plans are 
to spend nine billion dollars, of which eight bil- 
lions would be cash outlays. 


Sudden Curtailment 
Of Spending Is Barred 


This total is half a billion dollars less than 
the President expects to spend in the year be- 
tween July 1, 1938, and July 1, 1939, but its ex- 
penditure goes along with what promises to be a 
rising trend in general business. 

As a result, there is assurance to business that 
the Government will create no shock to the re- 
covery movement by any sudden withdrawal of 
the support it is affording in pay rolls and in 
orders for the goods that private industry pro- 
vides. 

There still are to be large outlays for work re- 
Hef, even though lower than at present. There 
are scheduled to be somewhat larger expendi- 
tures for national defense, amounting to about 
300 million dollars more than in the present year. 
But, offsetting that increase, wil! be some de- 
cline in heavy public works expenditures. 

Generally speaking, the outlook calls for the 
Federal Government to contribute about 300 mil- 
lions a month to purchasing power during the 
next six months through the expenditure of bor- 
rowed cash. During the year following next July 
1, the outlook calls for the Government to con- 
tribute slightly less than 200 million dollars a 
month through outlays of borrowed cash. This 
decline will be due to anticipated higher tax re- 
ceipts and to some reductions in expenditure. 

However, on the basis of present plans, the ap- 
proach to a balanced cash budget will be very 
gradual. 


A Halt in Experiments 
Is Promised by President 


The second assurance given to business is con- 
tained in the President’s message to Congress 
on the state of the nation. In that message Mr. 
Roosevelt said: 

“We have now passed the period of internal 
conflict in the launching of our program of social 
reform. Our full energies may now be released 
to invigorate the processes of recovery in order 
to preserve our reforms, and to give every man 
and woman who wants to work a real job ata 
living wage.” 

This means, according to explanation of White 
House advisers, that President Roosevelt is telling 
business men that he accepts the fact of the 
end—at least temporarily—of the experimental 
xeform era, with emphasis now to be placed upon 
smoothing off the rough edges of reforms already 
on the books. 

Mr. Roosevelt is convinced that the continued 
Government spending and the promise of a check 
to new experiments will lead to a rising tide of 
business sufficiently sweeping to give this coun- 
try an eighty-billion-dollar income and a bal- 
anced budget within the next two or three years. 
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The Voice 
of Business 


CHARLES J. HARDY 


President, American Car and Foundry 
Company 
New Year sees the railroads at the thresh- 
old of what may be, for them, a new era— 
one of restored prosperity with its concomitant 
of a vast increase in their capacity for service— 
a@n increase which will be of incalculable benefit 
to our country and our people. 

If, as I believe to be the fact, public sentiment 
and its political reflections now tend toward an 
adequate realization of the supreme importance 
of the railways to our national well-being, there 
should be quickly worked out, by appropriate 
legislation, methods and means whereby the rail- 
roads will be put in possession of facilities needed 
to carry them to new heights of service. 

The latest improvements in lightweight freight 
cars, if fully taken advantage of, will make pos- 
sible great savings in railroad operating costs, 
without reducing present wages or employment. 

The ability of the railroads to handle freight 
at a lessened cost unquestionably would result 
in the recovery of much business now elsewhere 
carried and probably also in an increase in’rail- 
road employment 

(From an annual review by Mr. Hardy Jan. 27.) 
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Mr. Roosevelt’s Prosperity Formula... 


The Trade War... End of “Experiments”? 
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HE rise in the cost of the Federal Government and the extent to 
which that cost has been met by tax revenues are revealed by the 


chart above. 


Budgeted expenditures of four billion dollars represented normal in 
Budgeted expenditures of between eight billion 


pre-depression years. 


CopyYricHT, 1939, By THe UNnirep STATES NEWS PUBLISHING CORPORATION. 


and nine billion now are accepted as normal. 
Rising tax receipts from a larger national income, rather than low- 


ered expenditures, are now counted upon to provide any future balance 


of the budget. 


The chart shows the ten-year disparity between 
budgeted expenditures and budgeted revenues. 





(ecsqrazs NATIONAL INCOME OF 80 BILLIONS: 
OBSTACLES ON PATH TO PRESIDENTS GOAL 


FT ceeadai gate income of at least eighty bil- 

lion dollars assuring greater employment 
for men and money, remains the goal of Presi- 
dent Roosevelt. 

The national income for 1938 was near sixty- 
four billions. It is expected to reach seventy 
billions in 1939. 

Mr. Roosevelt, in explaining to Congress how 
this gap between actual income and the income 
goal may be narrowed, expressed publicly views 
that a growing number of the Government's 
principal economists have been stating pri- 
vately. 

“The first duty of our statesmanship,” the 
President said, “is to bring capital and man- 
power together. 


“Dictatorships do this 
by main force. By using 
main force they appar- 
ently succeed at it—for 
the moment. However we 
abhor their methods, we are compelled to admit 
that they have obtained substantial utilization of 
all their material and human resources. Like it 
or not, they have solved, for a time at least, the 
problem of idle men and idle capital. 

“Can we compete with them by boldly seeking 
methods of putting idle men and idle capital 
together and, at the same time, remain within 
our American way of life, within the Bill of 
Rights, and within the bounds of what is, from 
our point of view, civilization itself?” 

In those words, the President at last poses 
the question that his advisers long have. been 
asking as they analyzed the economic situation 
within the country. 

But what methods do the totalitarian dictator- 
ships employ to attain the full employment of 
capital and manpower to which the President 
refers? Is there a lesson to be learned from their 
experience? 

The Government's economists tell Mr. Roose- 
velt that two directing over-all controls char- 
acterize the German economy that do not char- 
acterize the economy of the United States, 


How Dictators 
Solve Problem of 


Unemployment 


First and foremost of 
these controls is over the 
investment of the savings 
of individuals and the 
profits of industry. 

Within the United States individual and cor- 
porate savings pile up, often unused, unless in- 
dividuals decide to put them to use building 
homes or constructing factories or re-equipping 


The “Controls” 
Over Industry 


In Germany 


plants or in other ways using those savings to 
create work. Either that or the savings move 


+ 
| 
| 
| 





into speculative channels and are absorbed in 
price increases of securities or real estate. 

Within Germany, as an example, savings are 
put to work by the government. Capital is di- 
rected into use for building factories or building 
homes or acquiring raw materials from abroad 
or creating public works or financing armament. 
Judgment rests with a central authority and 
does not wait on the venturesomeness of in- 
dividuals. 

In the totalitarian governments a large pro- 
portion of the nation’s capital is devoted at the 
moment to armament. Armament adds nothing 
to the real wealth of a nation, so that all of the 
vast activity in Germany is not raising the 
standard of living of the people. 

But the nation is employed. Where there 
were 6,000,000 out of work in 1933 there is an 





How totalitarian nations end un- 
employment. Is there a lesson for the 
U. S.? President Roosevelt poses a 
question and his aides seek an 
answer. 











» 
acute labor shortage today. Where hours of 
work were 44 in a week or less, they are being 
raised to 56. Where women were at first forced 
out of factories and offices into homes, they now 
are being forced from the homes back into the 
offices and factories. 


President Roosevelt 
suggests that the United 
States should try to find 
some way to direct the 
investment of © capital 
without using the German or Italian or Japa- 
nese methods. Some of his advisers think that 
investment could be induced by incentives of 
one kind or another rather than by force. 


Seeking Means 
To Put Our Idle 
Capital to Work 


Others insist that there is nothing to prevent 
the Federal Government from expanding and 
intensifying its present activities through low- 
cost housing projects, through encouragements 
to home building of the type provided by FHA 
guaranteed loans, through building of toll roads 
in population centers, and through Government 
loans to railroads and electric utilities to f- 
nance expansion, President Roosevelt is im- 
pressed by the results that were obtained by 
Government lending and spending, first in 1934, 
1935 and 1936, and again in 1938. His 1940 bud- 


+ 
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get calls for continued large scale spending or 
lending. 

But the Germans have a second over-all con- 
trol that differentiates their economy from that 
of the United States. 

Intense activity and rising demands that ac- 
company the direction of money into invest- 
ment on a large scale normally would be ex- 
pected to force prices sharply higher. The 
pressure on prices is particularly intense in 
Germany because of the normal shortage of raw 
material. In addition there are acute shortages 
of plant and now of labor. 

Higher prices if permitted to develop. would 
tend to stifle activity. The Germans, in their 
second set of over-all controls, regulate prices 
—prices not only of goods but of labor as well. 
These controls are the most difficult to enforce 
and involve close regimentation of labor and 
of industry in a way that would be difficult to 
imagine in any democracy. 

President Roosevelt, in his message to Con- 
gress, dwelt only on the investment control 
phase of totalitarian administration. The 
equally vital price controls received no mention, 

How any democratic government in the 
United States could, as a practical matter, fix 
the wages to be paid labor, or the prices to be 
paid farmers, or the prices to be received by 
steel producers and restaurant owners and de- 
partment store operators and the myriad of 
other producers and distributors of the nation, 
is a problem that stumps the planners, 


Effect of Prices These planners point 


, out that the 1937 recov- 
And Wages on ery came to an end due 


to a combination of ris- 
ing prices and wages and 
decreasing Federal Government expenditures 
of borrowed money. Those expenditures might 
be classed as “investments” which contracted at 
a time when private investment failed to carry 
forward. 

Thus two elements of control distinguish the 
totalitarian economies from those of the demo- 
cratic capitalistic nations—investment control 
and price control, 

Experience of recent years both in the 
United States and Great Britain appears to 
Government economists to demonstrate that 
democratic nations can direct funds into in- 
vestment on a scale large enough to stimulate 
private enterprise and at the same time avoid 
bankruptcy. But there is no experience as yet 
to show that democratic nations can engage in 
over-all price controls, affecting labor and pro- 
ducers and distributors. 


Recovery Trend 


OWEN L. Scott 
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TRADE SUBSIDIES: 
NEW U.S. WEAPON 





Fighting trade wars. Wheat pro- 
vides a lesson. A shift in Govern- 
ment policy in the foreign field. 














shift of foreign trade policy is in the making 

here as a result of this Government’s initial 
experience in battling for export markets in 
wheat. 

Against the most formidable sort of competi. 
tion. the United States has found a market for 
75,000,000 bushels of surplus American wheat and 
will find a market for a total of more than 100,- 
000,000 bushels before July 1. 

This operation has been carried on by the Fed. 
eral Surplus Commodities Corporation. It has 
involved direct Government encouragement to 
American exporters seeking markets and has in- 
volved Government subsidies to help exporters 
match the prices of competitors. 


Subsidy Plan Clashes 
With Reciprocal Policy 

Subsidized export is in direct-contradiction to 
the reciprocal trade agreement policies of Corde! 
Hull, Secretary of State. The State Department 
has opposed the use of the subsidy weapon. 

Yet results obtained to date are reported to 
impress the White House and to portend some 
further change in policy to extend the use of the 
idea. 

President Roosevelt broadly hinted at ‘this 
change in his message to Congress on the State 
of the nation. In one sentence the President 
said: “There are many methods short of war, 
but stronger and more effective than mere words, 
of bringing home to aggressor governments the 
aggregate sentiments of our own people.” 

Informed officials say that in this reference 
President Roosevelt had in mind the use of ex- 
ecutive power already possessed to set up special 
import duties against the products of nations 
which discriminate against the United States. 
Some enlargement of this power may be needed 
to cover the case of Japan, whose policies are af- 
fecting American interests in China. 

Nations Are Imposing 
New Market Controls 

The point is that the United States Govern- 
ment is moving toward an aggressive rather than 
toward a mere continuance of a passive policy in 
the field of foreign trade. Reciprocal trade agree- 
ments, by themselves, presuppose that the world 
trend will be toward free and unhampered trade. 

Actually, however, all nations are tending to 
guide trade and to subsidize exports, as well as to 
use various types of barter and exchange con- 
trols. 

Wheat offered the United States its first op- 
portunity to meet the government-subsidized 
competition of other nations on their own terms. 
Results have been accepted by officials as so 
satisfactory that a broadening of that policy is 
in the cards. As a result of this type of com- 
petition some of the competing nations already 
are showing an interest in a conference to talk 
about ways to end that type of economic warfare 
and to effect an orderly division of markets. 

The official feeling appears to be that if the 
United States joins in the battle for markets on 
an aggressive basis, using loans and tariffs and 
subsidies, the present aggressor nations soon will 
be willing to come to terms. 

Until now the American State Department has 
held out against any move by the United States 
Government to match the methods of trade ag- 
gression employed by totalitarian states and 
more and more by other democracies as weil. 
The initial experience in the subsidized export of 
wheat is causing some change in viewpoint. 
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The Voice 
of Government 


HARRY B. MITCHELL 
President, United States Civil Service 
Commission 


HE Civil Service Commission in its annual re- 

port to the President recommends: 

First: Legislation to extend the. competitive 
classified service to non-policy-determining posi- 
tions now exempted from the competitive classi- 
fied service. 

Second: Extension of the Classification Act 
to include the approximately 300,000 positions in 
the field service, the salaries of which are not 
fixed by specific legislative schedule or wage- 
board method. This action will correct many 
inequalities in pay scales. 

Third: Legislation to change the Retirement 
Act as follows: To establish a uniform optional 
retirement age of 60 years after 30 years’ service, 
or 62 years after 15 years’ service, to be exercised 
by either the Government or the employes: 
provide annuity for employes retired because of 
physical disability who recover before reaching 
retirement age and who fail to secure reinstate- 
ment through no fault of their own; to broaden 
retirement benefits by permitting an employe ‘0 
elect a reduced annuity in order that payments 
may be continued to a surviving dependent; to 
extend retirement provisions to postmasters of 
the first, second and titird classes who will be 
included within the classified service under the 
Ramspeck-O’Mahoney Postmaster Act. 

Fourth: Revision of the law so that 
work days will no longer be charged as annual 
leave for 5-day, 40-hour week employes. 

‘ifth: Increased appropriations to provide e!- 
fective personnel administration. 
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+ Senatorial campaign 





“Politics in relief” again 
to the fore. 
done about it? 
some proposed answers. 





have intensified this demand. 


Already, two Senators have intro- 
duced bills designed to prevent re- 


What can be 


Here are 
disclosed by the Senate investigation. 

Senator King (Dem.), 
advocating, 





as he promised before 





Disclosures by Senator Sheppard's 
special committee, 


would turn the entire relief program 
over to the States for administration. 

In contrast, President Roosevelt as- 
serted his flat disapproval of State 


| 


currence of many of the practices | 


of Utah, is | 


| the 76th Congress met, a bill which | 
HE demand to “take politics out | 


of relief” has been pressed upon 
Congress by students of government | 
since the start of a Federal relief 


administration in his relief message 


to Congress. 


“It is my belief,” 
“that 


said the President, 


investigating | improper political practices 
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THIRD NATIONAL BANK 


MASHVILLE, TENNESSEE 


CONDENSED STATEMENT 
Ae of December 31, 1938 


ASSETS 
Cash and Due from Banks ......... evewoes «v$ 7,701,154.40 
United States Government Bonds .......495: 1,265,465.57 
State, County and Municipal Bonds .......... 3,142,760.77 
ate bonds and Securities, including 

Stock in Federal Reserve Bank ......... e 1,345,875.25 
Loans and Discounts saves cuit eierentaveaces 15,281,591.27 
Customers’ Liability—Letters of Credit ...... 2,575.00 
Bark Bettie «000.0 soc cgcanassscnsttaces 995,903.17 
Furniture and Fixtures nec. cece cnsessane 143,688.48 


Other Real Estate ........ccccccoseseresees 136,854.64 
Income Earned—Not Collected .,.,ccenseceee 62,773.84 
23,574.16 


Cuber ASSO ... cap cccceseseewns cetess sess 





TOPALs ~..0.0:00 00900 0000s ose cee: snes sp $00, 192,216.55 
LIABILITIES 

Capital ere ee et eee eS ee Be) $ 1,000,000.00 
Surplus 6+ weTEPECEEL Peer rl? Serer Sere 1,000,000.00 
Undivided Profits ......ccccctacscnccscaseca 358,210.32 
Reserve for Taxes, Interest, ete. 4.4... .ccas- 97,903.04 
Income Collected—Not Earned ........-.4- 100,021.77 
2,575.00 


Letters of Credit 2.05 cscs nnns ec cnse ce eanens 
Deposits 5. ame carerede ngs mectaemesetenne 27,633 506.42 
TOTAL, .caseccsansseccecassccacesce: $30,192,216.55 


“A Nachville Owned and Controlled Independent Bank” 
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position of rigid statutory regula- 
tions and penalties by the Congress, 
and that this should be done.” 





Representative Dies 


THEY WERE READY FOR CONGRESS 
Yi of the most controversial reports to emerge from Congress 
in recent years came last week just as the 76th Congress got 
under way. One came from the hands of Rep. Dies (left), chairman 
of the committee to investigate un-American activities, which dis- 


expenditures , can be eliminated only by the im- + 


After sifting down the hundreds + 


| of charges and counter-charges, the | 

Sheppard committee has presented | 

its a to Precise along with | 
eeatere att hon 


—Harris & Ewing 
Senator Sheppard 





closed alleged law violations by Nazis and Communists. 
The other report came from the hands of Senator Sheppard 


(right), 
paign expenditures, 


chairman of the special committee to investigate cam- 
which revealed alleged cases of political 
tampering with the relief program prior to the recent elections. 





More in line with this Adminis- + 


tration view are the two bills intro- 
duced by Senator Hatch (Dem.), of 
New Mexico. Each of the Hatch bills 
would impose penalties of fine or im- 
prisonment on Federal employes en- 
gaging in “pernicious political activ- 
ity.” 

Thus is a beginning made on one 
of Congress’ most perplexing prob- 
lems—that of removing relief from 


' the political sphere. 


The problem crystallized in the 
hearings of the Sheppard committee 
during the primary and election 
campaigns of last fail. 










OF CHICAGO 


RESOURCES 
Cash and Due from Banks : : 


United States Government Obligations, 


Direct and Fully Guaranteed ° 
Other Bonds and Securities , , 
Loans and Discounts ‘ . ° 
Stock in Federal Reserve Bank . ° 


Customers’ Liability on Acceptances 


Income Accrued but Not Collected . 





CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


Statement of Condition, December 31, 1938 


552,089,385.26 
64,423,562.92 
166,296,425.55 


$ 580,203,742.46 | 
| 
| 
| 
| 
2,850,000.00 | 


3,386,945.21 














918,146.72 


3,288,920.90 P | 
12,900,000.00 





$1,386,357,129.02 | 





Banking House. ° ; ‘ 
Real Estate Owned other than Banking 
House . . : , ° 
LIABILITIES 
Deposits . : “ ° ; 





Acceptances. 
Reserve for Taxes, Interest and Expenses 


Reserve for Dividend on Preferred Stock 312,500.00 
Reserve for Contingencies . : ° 13,929,997.85 
Income Collected but Not Earned . 254,481.33 
Preferred Stock ‘ : ° ‘ 25,000,000.00 
Common Stock . ° ‘ ‘ 50,000,000.00 


Surpius. . : : . . 
Undivided Profits . ‘ ‘ r 


$1,257,555,445.37 
924,418.98 
4,668,748.44 


20,000,000.00 
13,711,537.05 





$1,386,357,129.02 





bi and other securities carried at $212,946,453.77 





United States G oblig 
are pledged to secure public and trust deposits and for other purposes 


as required or permitted by law. 


Member Federal Deposit Insurance Corporation 















sixteen recommendations for legis- | 
lative action. 

Basic point in the findings is this | 
paragraph: 

. the committee .. . finds that 
there has been in several States, and 
in many forms, unjustifiable polit- 
ical activity in connection with the | 
work of the Works Progress Admin- 
istration in such States. The com- 
mittee believes that funds appropri- | 
ated by the Congress for the relief | 
of those in need and distress have | 
been in many instances diverted | 
from these high purpases to political 
ends.” 

Foundation for this indictment of 
WPA, whose officials assume civil 
service status, Feb. 1, is the detailed 
statement of ‘findings concerning | 
several Senate campaigns. Some of 
these findings are as follows: 

Kentucky—The committee found | 
that some $24,000 had been collected 
from employes of WPA, Bituminous 
Coal Commission, Bureau of Internal 
Revenue, Department of the Treas- 


| charged, 


| Cook county in 


"POLITICS IN RELIEF”: THE NEW PLANS 


ury, Home Owners’ Loan Corporation 
and Federal Housing Administration 
for the campaign of Senate Majority 
Leader Barkley. 

The committee also found 
these funds had been solicited di- 
rectly, and that WPA employes had 
been canvassed to ascertain their 
political affiliation and the number 
of voters in their families. 

Pennsylvania—Committee 
gators found that in Luzerne County, 
WPA workers who had registered 
Republican were transferred or dis- 
that WPA rolls had been 
used by Democratic headquarters in 
mailing post cards leading to the 
Solicitation of campaign funds and 
that the Democratic leader who so- 
licited funds was employed by a So 
cial Security bureau. 

The committee also forwarded evi- 
dence that tickets to a Democratic 
rally in Hershey, Pa., were sold to re 
lief workers in Wilkes Barre (120 
miles away) for one dollar, and that 
one WPA official refused to take the 
tickets and was discharged. 


Coercion Charged 


In Tennessee Race 


Tennessee—The committee found 
evidence that funds were solicited 
from WPA, Federal, Soldiers’ Home, 
postal, Bureau of Internal Revenue 
and Bureau of Public Roads em- 
ployes, with the use of intimidation 
and coercion, for the campaign of 
Senator Stewart. 

Illinois 
attention to the fact that some 450 
additional workers were employed in 
the spring and 
dropped the day after primary elec- 
tion. About seventy of these men 
did no highway work at all but 
were sent out to canvass the district 
in behalf of the Horner-Courtney- 


| Lucas ticket. 


On the basis of such disclosures, 
the committee makes 16 recommen- 


| dations for the extension and tight- 


ening of the present law against 
the soliciting of campaign contribu- 
tions from Federal employes. Also, 
the committee proposes a limitation 
on the amount an individual can 
contribute to a campaign and a 
fuller accounting of campaign funds. 

Recommendation XVI is to the 








| effect that a Senatorial campaign 


— The committee called | 


| 





40 CANADIAN PRODUCING 
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Comparative analysis 
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60 KING STREET W. 








that 


investi- | 


| expenditures committee be made a 
feature of each Congress. 


The committee did not challenge 


the right of any Senator to his seat, 


because it uncovered no evidence that 
any candidate knew of illegal activity 
undertaken in his behalf. 
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ONE HUNDRED YEARS OF BANKING SERVICE: 


1839-1939 


Guaranty Trust Company 
of New York 


FIFTH AVE. OFFICE 
Fifth Ave. at 44th St. 


LONDON PARIS BRUSSELS 


MAIN OFFICE 
140 Broadway 


MADISON AVE. OFFICE 
Madison Ave. at 60th St, 


LIVERPOOL HAVRE ANTWERP 





Condensed Statement of Condition, December 31, 1938 





RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 


Due from Banks and Bankers 
U. S. Government Obligations 


Public Securities . 


Stock of the Federal Reserve Bank 


. . . $ 788,474,638.41 ° 
- + +  486,310,848.29 * 
. 48,921,515.25 

7,800,000.00 « 








Other Securities : 20,506,621.56 
Loans and Bills Purchased 528,846,450.25 
Credits Granted on Acceptances 20,989,416.36 
Bullion Abroad and in Transit , 173,463.00 
Items in Transit with Foreign Branches ; 5,571,335.22 
Accrued Interest and Accounts Receivable 18,428,401.02 
Real Estate Bonds and Mortgages 2,115,836.92 
1,928, 138,726.28 
Bank Buildings . . 12,143,011.51 
Other Real Estate 1,483,922.92 
Total Resources . $1,941,765,660.71 
LIABILITIES 
Deposits . . . . $1,597,492,947.40 - . 
Outstanding Checks . ~ 22,485,473.06 
1,619,978,420.46 
Acceptances - $37 ,336,308.38 
Less: Own Acceptances 
Held for Investment 16,346,892.02 
20,989,416.36 
Liability as Endorser on Acceptances and 
Foreign Bills. . . . 3,914,858.00 
Dividend Payable January 3, 1939 2,700,000.00 
Miscellaneous Accounts Payable, Accrued 
Interest, Taxes, etc... ..... sec 21,374,545.57 
LT 
1,668,957,240.39 
Capital . ae $ 90,000,000.00 
Surplus Fund . a 170,000,000.00 
Undivided Profits . _12,808,420.32 
Total Capital Funds... . 272,808,420.32 


Total Liabilities 


$1,941,765,660.71 





Securities carried at $20,553,154.84 in the above Statement are pledged te qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 


WILLIAM C, POTTER, Chairman 


W. PALEN CONWAY, President * 


EUGENE W. STETSON, Vice-President 
DIRECTORS 


GEORGE G. ALLEN Director, British- 
American Tobacce Company, Limited, 
and President, Duke Power Company 

W. PALEN CONWAY President 

CHARLES P. COOPER Vice-President 

American Telephone & Telegraph Company 
JOHN W. DAVIS of Davis Polk Wardwell 
Gardiner & Reed 
President, Campbell! 
Soup Company 


ARTHUR C. DORRANCE 


CHARLES E. DUNLAP President, Berwind- 
White Coal Mining Company 
LEWIS GAWTRY President, 


The Bank for Savings in the City of New York 
ROBERT W. GOELET Real Estate 
PHILIP G.GOSSLER — Chairman of the Board, 

Columbia Gas & Electric Corporation 

EUGENE G. GRACE President, 
Bethiehem Steel Corporation 
of Brown Brothers 
Harriman & Co, 


W. A. HARRIMAN 


(Member Federal Deposit Insurance Cor poration) 


JOHN A. HARTFORD President, The Great 

Atlantic & Pacific Tea Company 

DAVID F. HOUSTON _ President, The Mutual 

Life Insurance Company ‘of New York 

CORNELIUS F. KELLEY President, 

Anaconda Copper Mining Ce. 

MORRIS W. KELLOGG President, 

0 M. W. Kellogg Company 

FREDERICK P KEPPEI President, 

Carnegie Corporation of New York 

THOMAS W. LAMONT of J. P. Morgan & Ca, 

CHARLES S. MUNSON President, 

Air Reduction Company, ine 

WILLIAM C. POTTER = Chairman of the Board 
GEORGE E. ROOSEVELT of Roosevelt & Son “i 

EUGENE W. STETSON Vice-President 

CORNELIUS VANDERBILT WHITNEY Banker 

GEORGE WHITNEY of J. P. Morgan & Ca, 

L. EOMUND ZACHER President, 

The Travelers Insurance Company 
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Corn EXcHANGE BANK Trust COMPANY 
ESTABLISHED 1853 
A Bank Statement that any Man or Woman can Understand 
OFFICERS , Condensed Statement as of clese of business December 31, 1938 
Due Individuals, Firms, Corporations and Banks . « . $ 297,683,408.73 
WALTER F. FREW 
Chatrmen Te meet this indebtedness we have: s 
Cash in Vaults and Due from Banks’. . . . - » $ 86,982,163.10 
DUNHAM RB. SHERER Cash Items in Process of Collection . . . « «© «+ 12,867,606.81 | 
President U. S. Government Securities at par. . . . + + + 144,500,000.00 
(Direct and fully Speman’, including ne pledged to secure 
deposits and for ether purposes as requir y law) 
conics aaron *Canadian Government Securities . . . + «© » » 2.970,570.00 
ws eFrest - a 
*State, County and Municipal OS EE ae a a a 3,097,878.97 | 
ji (Including $10,000. pledged te secure State deposits) . 
*Other Tax Exempt Bonds. . . . « -© + + «© 2,990,787.50 | 
*“Railread Bends. . . «© «© © © © © © © © © 5,442,178.75 | 
DIRECTORS . 
*Public Utility Bonds. . . . « «© «© © © © @ 5,134,221.24 | 
*Industrial and Other Bonds . .... +. + « « 2,472,619.58 
a 18,000 sh. Federal Reserve Bank ofNew York . . « 900,000.00 
ROBERT A. DRYSDALE 2,499 sh. Discount Corporation of New York at cost 299,880.00 
DUNHAM B. SHERER 9,990 sh. Corn Exchange Safe Deposit Co.. . . . 861,500.00 
C. WALTER NICHOLS Sundry Securities. . . . 2. «© © «© © © © © 342,735.00 
GEORGE DOUBLEDAY Secured Demand Leams. . . «© © © © © vw e 16,748,869.33 - 
Secueee Tee eee, « «2 oe ae 4s hl elt lhe 2.817,042.86 ‘ 
so **Loans and Discounts Unsecured. . . . . » « + 8,388,875.77 : 
HENRY A. PATTEN **First Mortgages. . . . - + + © © © © © © 18,584,479.04 | i. 
RALPH PETERS, JR. **Customers’ Liability on Acceptances . . «© + « «+ 1,282,443.82 | 
JOHN H. PHIPPS **Banking Houses Owned. . . « » « «© «© © «© + 11,805,118.92 | ‘ 
**Other Real Estate Owned . . . . +. «© «© © «© 2,019,137.28 | ‘s 
D. STEWART IGLEHART oe 
Accrued Interest Receivable . . . . . « © «© 1,113,167.40 | 
F —— Coe So ela ws G4 ee es 100,964.81 | 
Coaaeaee &. See Total to Meet Indebtedness. . . . . . «. «© » $331,722,240.18 
somes SS, ULL. Oe a rr 
eae Sp SPARSE, 2. *At cost for bonds purchased under par, and at par for bonds purchased above par. 
EDMUND Q. TROWBRIDGE **Lese Reserves. 
Capital, $15,000,000.00; Surplus and Undivided Profits, $19,038,831.45 . 
P 74 Branches located in all parts of the City of New York. 
¥ Member Federal Deposit Insurance Corporation. . 
I CUR I 
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, LABOR: NEW PRESSURES FOR PEACE 


oo 


” ON THE LEADERS OF WARRING UNIONS 


New Year has started actively ¢ Secretary of Labor Perkins in which + 


on the labor front and promises 
to grow still more active. 


Hardly had 1939 begun when the | 


struggle over reappointment of Don- 
ald Wakefield Smith to the National 
Labor Relations Board took a turn 


that indicated a decision is at hand; 
the Supreme Court of the United 


issuance of the annual report of 





she cited the existence of strong | able; 


rank-and-file support among unions 
for unity of the warring labor fac- 
tions and stated forcefully that the 
chief problem lies in bringing the 
leadership into line with this senti- 
ment. Her statement was regarded 
as an indication of further pressure 
for peace between the Congress of 


1937 record was bettered by far. 


Man-days lost—probably the most 
accurate measure of strikes—for the 
first nine months of 1937 totalled 25,- 
587,000, according to the Bureau of 





relatively few workers. 

















Full data for 1938 are not yet avail- ¢ Labor 
but figures for the first nine 
months of last year show that the 


Statistics’ monthly record. 
For the first nine months of 1938, 
this fell to 17,163,000, less than one- 
third of the figure for the pre- 
ceding year. The lower trend con- 
tinued for the last three months of 
the year, for which figures have not 
yet been compiled, officials say. 
The Labor Board, meanwhile, has 
won its contention that, on order of 
a circuit court of appeals, a case pre- 


On Labor Board 


Speculation on the future position 


























THE NATIONAL CITY BANK OF NEW YORK 


55 WALL STREET * New York 


Head Office * 


Condensed Statement of Condition as of December 31, 1938 


, Industrial Organizations and the 

. States upheld the Labor Board in its 2 : : . 
* move arias the Ford Motor Com- | American Federation of Labor. viously decided by the Board and INCLUDING DOMESTIC AND FOREIGN BRANCHES 

pany case returned to the Board taken to the appellate court can be 
, and the Department of Labor an- A Slump in Strikes remanded to the Board for further ASSETS 
; Mounced figures showing a decided During Last Year a = a Ss eer “ ; Cash and Due from Banks and Bankers.............--$ 531,718,844.27 
, slump in strikes since the Wagner ; a oe co melee Bullion Abroad or in Transit ad 6,490,724.61 
* Labor Act came into full practical Miss Perkins’ report referred to the no fundamental question of the United States Government Obligations (Direct or Fully 
. effect a little over a year ago, fact that strikes in 1937, although Board’s powers. Guaranteed). . ; Bie Sim 668,795,810.07 
* hese events followed closely on | numerous, were short and involved mt Obligations of Other Federal Agencies Sor errerr rrr cs 40,428,883.99 
ae * y Mr. Smith’s Status State and Municipal Securities... ...........eeeeee. ‘ 86,257,122.95 


68,758,413.61 
521,981,489.03 
12,288,747.10 
3,705,000.00 


Other Securities SY et 
Loans, Discounts and Bankers’ Acceptances. <weuwnuwes 
Customers’ Liability for Acceptances. . 
Stock in Federal Reserve Bank 





~~ & = «—« 





















































of Donald Wakefield Smith, of the ‘* 
Labor Board, took a turn toward Ownership of International Banking Corporation 
CONDENSED STATEMENT definiteness in recent days. The A. ees SE Ee er eee er 8,000,000.00 
F. L. has demanded that the Senate IE, oso vs awasdkd sen oad 54 Neck sw anh ae 46,556,997.28 
FIRST NATIONAL BANK refuse to confirm his reappointment, Other Real Estate ee settee recess eereereersoes 757,883.12 
; IN ST. LOUIS and claims enough votes to block Real Estate Loans and DNL. s ctcacaadaeeeneh ance 9,404,804.12 
. confirmation. Prejudice against tre Items in Transit with Branches. .......scscccescecece 2,956,756.08 
é A. F. L. was charged. Ne I oo cdine ve weve nd rin brscas by basen eeeNnes 1,081,163.58 
e of B cen 1, 1938 <a AN 
At the Close of Business, December 31, adias 4 Get tes Baan i, Lote, head aia ERAS RESET IAN: $2,009,182,639.81 
: of the C. I. O., with President Roose- 
a RESOURCES i aetinntn _underwood & Underwood | elt, reports were current that Mr LIABILITIES 
United States Government Securities 64,076,661.20 vee on. tne ree bos apt sag ogg Be = — | Deposits. hens . $1,835,286,500.36 
*,: e a . . a a s 
‘ oo pede gpg by U.S. Government ype talk that, te wish cut on eesbarras- | ee ——— and Bills. ary $34, 48s, 834. 01 ossthiinin 
a ae, cannon NLRB member Donald Wakefield sing situation, Mr, Smith might re- re som ra I ——— _ —— ie ees 
' ; ) — Smith whose reappointment is op- | sign and permit President Roosevelt ee oe 
: f ee ee Improvements, Furniture and ‘eiihiiee posed by leaders of the A. FP. of L. to appoint to his post David J. Lewis. | Unearned Discount and Other Unearned Income...... 3,420,666.27 
-.» Other Real Estate ae 1 856,776.00 The question now is whether the defeated in the Maryland Senatorial | ee Other Accrued Expenses, etc........ Hetty teed 
| p nea eerie penta ae Ratieane 0 Canis President will persist in asking the primary when he ran against Sena- uy hae lean hata oh i 1 Or a enee 
Acceptemoes, otc 4 612,266.36 Senate for his confirmation. tor Millard Tydings. + se.arsod Cee an ed ern ee $ 72, $00, 000. = 
ete. ,266. —_ pt Ee ee eee 
eens Se Receivable eo I, acs ave esakeen eee ees 13,554,939.68 137,554,939.68 
va a ’ . . Ti 
| a. > comes The Story of American Efficiency Ns ss Se aeekeweeen kolaeeenbeeeweebeass $2,009,182,639.81 
Cash and Due from Banks —_90,567,642.89 - Figures of Foreign Branches f December 24, 1938. 
$257,588,677.24 [Continued From Page 9.] creasing price to the public of evapo- ? en are as of Decem , 1938. 
malities and conti , rated milk. $44,468,617.25 of United States Government Obligations and $27,719,950.78 of other 
i LIABILITIES $10 ae they pce gy arbi | securities are deposited to —_ $48,317,828.43 c—— and Trust Deposits and for ~ 
Capital emmon ,200,000.00 a ; other purposes required by law. 
Rentien aod Deaiite 8,282,545.64 This is article number 50 
Dividend Declared —Payable How the Producers in a series covering outstand- (Member Federal Deposit Insurance Corporation) 
January 3, 1939 and February 28, 1939 480,000.00 K >..2 ing modern developments in 
Reserve for Contingencies 500,000.00 eep Prices Down the efficiency of industries 
Reserve for Taxes, Interest, etc. 270,286.30 The question is often asked why | in the United States. 
Unearned Discount 146,036.76 ° . : 
’ evaporated milk can be sold at s 
Liability a/c Letters of Credit, Acceptances, etc. 623,412.01 z oo iodine ee ae 











Individual Deposits $118,568,503.53 
The Institute gives this answer: 





Savings Deposits 32,782,146.16 
Bank Deposits 81,962,321.41 Evaporated milk plants are located 
City of St. Louis and Other close to the farms. No heavy ex- 
Public Funds 3,773,425.43 : 4 
penses are incurred shipping raw 


237 ,086,396.53 


Total Deposits 
$257,588,677.24 


milk long distarfces into the city. 
When evaporated milk is shipped to 


far-off places, its weight has been re- | 2.9.9 THE eee 


' , duced almost half by removal of : 
water. 
Extraordinary efficiency in the 
ey, Broadway * Locust * Olive plants enables high-speed produc- 


tion. Unique labor-saving machinery 


Member Federal Deposit Insurance Corporation has been developed. These factors 
an too, are reflected in the steadily de- 


a Eb Oat NATIONAL BANK 


IRV I oe Organized 1803 
TRUST COMPANY 
























































NEW YORK | December 31, 1938 
CHARTER MEMBER NEW YORK CLEARING HOUSE ASSOCIATION, OCTOBER 4, 1853 | 
eStatement of (Condition as of December 31, 1938 a i= | RESOURCES 
- ASSETS | Cash and due from Banks . . . . . « « «© « « $177,633,430.87 
| U. S. Government S$ is & «os ele ole eS 598.5 
Cash on Hand, and Due from Federal Reserve Ss + : i neg i ~ eas aps or a 
cheatin. .... . . . sua. State, County and Municipal Securities . . . . . . . 13,008,997.94 
United States Government Securities. . . 192,722,157.27 Other Securities . . e . . . . e or . . . . 52,.027,.160.93 
Sneiseee ies... ...ce. Sareea Orr: 2 J cs « «4 = @ « 6 €.% 74.885,467.97 
Stock in Federal Reserva Bank . . . . . 3,150,000.00 Bank Buildings oe 6 Sek, ae ae ee ae Wee “See 3.175,.000.00 
seats, Sates ond Mivicloet enamel = Ants Accrued Interest Receivable . . . . . 2. ee en 1,747,499.86 
eee, quale | Customers Liability Account of Acceptances . . . . . hey 5,012,988.50 
Bank Building . .°. . «. «© « « « « » = 18,000,000.00 | , = 
Other Real Betate . .... 2. 2 s we eae 1,348,818.47 : $486,078,430.45 
Liability of Customers for Acceptances . . 5,682,458.40 ES 
Accrued Income, Accounts Receivable, ete.. __2,314,476.69 $706,017,470.22 LIABILITI 
Capital Stock . . 2. 2. 2 «© «6 © «© «© «© «© « « $14,000,000.00 
LIABILITIES Surplus and Net Profits . . . . . « «© « « « «, 26,225,987.10 
a |, ees Reserve for Contingencies . . . . . . . ee 4,088,679.87 
ite 5,430,684.54 $593,282,361.00 Dividend (Payable January 3,1939) . . . . . 875,000.00 
Acceptances . . . ..-. ‘$11,291,326.43 Reserved for Taxes and Interest . . . ..... 488.817.25 
Less Amount in Portfolio. 4,725,988.65 — 6,565,337.78 Unenrmed Discommt’ . 1. «1 6 0 te te te tw ll 186.589.13 
Reserve for Taxes, Unearned Income, ete. . 1,653,827.36 Acceptances. - + ss 6 6 + eo 6 we ew wn © 5.765,214.99 
Dividend payable January az 1939 <s « & 750,000.00 | Deposits . . . . . . . . . . e . e ° . ° 454, 448, 142. ll 
“eee cee 830,940.61 ; 
Capital Stock. . . . . . $50,000,000.00 $186, 078,430.45 
Surplus Fund ..... 52,935,003.47 102,935,003.47 $706,017,470.22 
| MEMBER OF THE FEDERAL DEPOSIT INSURANCE CORPORATION 
Assets are shown after deduction of Valuation Reserves. 
During 1938 the net book value of Bank Building was reduced by $6,787,109 32 and | JOSEPH WAYNE, JR., President 


bstantially added to. These additions included Reserves which reduced to $1 
each, the net book value of certain assets affected by f reign exchange and other restric- 


Reserves 


tions, including all outstanding credits in Germany and H ingary; and a general reserve of 
$900,000 to provide for possible future losses on loans and mortgages, now unforeseen, 
but which past experience indicates may develop 

p- 
Securities witha hook value of $15,989,763. 50 inthis statement are pledged to secre | 421 Chestnat Street 52nd Street & Lancaster Avenue 1416 Chestnut Street 
deposits of pubic monies and for other purposes required by law, 














| Member Federal Deposit Insurance Corporation 
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FINANCE-—SPENDING IN 1938: PROMISE, PERFORMANCE | é 
| j | Cleveland | 
HILE the President was dispatch- + cessful spender of all Federal agen- + + a large total until April. By that ¢ compliance with the control program Crust Co | 
ing to Congress - his nine- | cies. While other agencies, seeking | time, most construction will be under | is proved and the mailing of checks. j 
billion-dollar ge estimate for the Pi ge money in the heavy goods | way, and the spending will then con FSA expenditures to help destitute Raemkrug Offpces located throughout Greater Cleveland awd seorby j 
fiscal year which begins next July, | field, have encountered oWstacles, tinue at a heavy pace through 1940. | farmers have been somewhat smaller CONDENSED STATEMENT OF CONDITION, DECEMBER $1, 1938 : 
the Treasury quietly submitted act- | WPA will have spent nearly one and in the total. Only 59 million dollars ; 
ual spending og ape the first half | yr billion dollars at the end Housing Program May have been spent. thus far, in con ASSETS 
of the current fiscal year. of January, or twice as much as it | 7 trast to the 80 millions s in | Cash oo Hand and in Banks . . . . $ 121,104,463.42 
; ; — s * S spent in the ° ’ 
The budget for this current year | spent last year in the same period. | Be Delayed = Spending | first half of last year and to the United States Government obligations, direce 
calls for Federal expenditure of nearly | Since WPA’s appropriation will Housing money also has been slow | 175 million dollars called for by the gues - Saree : 
ten billion dollars, including the then be exhausted. tt , ; ? ' ‘ o , : ’ | State, Municipal and Other Bonds a nee 
austed, the President is in getting into circulation for the | DUdset estimate | 
750-million-dollar deficiency appro- | asking a deficiency appropriation of ments, including Stock in Federal Reserve 3 j 
riation sought for the Works Prog- | 750 illi doll same reason as has PWA money The I ae Baaok, less Reserves 12,968,757.30 J 
p 7 million dollars to carry WPA | hei ncome Estimates Loans, Discounts and iene te ccieemen 123,431,8$2.82 7 
ress Administration. | through the end of this fiscal year. | 800 million dollar USHA slum clear- | N ot 1U 1 Beaki > at — 4 
With the year half gone, the Gov- | Even so, the rate of WPA spending | | ance program has scarcely begun yet, ‘Now Revised Upware ae ee ee nee at —_ 6,443,569.68 4 
ernment has spent a little more than | will be materially reduced, and other | | and it is not scheduled to begin with- | _ While Government spending is lag- Other Real Estate (including investments and other ; 
four and one-half billion dollars— agencies must carry the-vurden. of | te this Gasel wear ging slightly behind budget expecta- assets indirectly representing other real estate) Less $) 
or an average of twenty-five mil- | spending in the second half year. ae , | tions, because the lageard agencies Reserves 10,486,155.57 Mi 
lion dollars each day. One agency which is counted on One spending project which is sure | outnumber the quick spenders, Fed- | Other Resources 2,130,472.15 3 
Thus the Government is not quite | for increased spending in the second to quicken its pace in the second eral income is running ahead of | Cpsemneey Lipbithey « on Acceprances Executed — { 
spending up to its budget estimate | half-year is Public Works Adminis- | half-year is the Agricultural Adjust- | estimates. by this Tol oo j sain ; 
this year. Yet it has spent one bil- | tration. The full PWA appropria- | ment Administration. And with it | During the first six months of the + aes F 
non Soeees ee ae the first half | tion has been allotted to projects, | —Wide World will go the Farm Security Adminis- | Yea", the Government collected three LIABILITIES 
of this fiscal year than it did in the | put many delays are encountered in| RELIEF PURSE STRINGS || tration. | billion dollars of the five billion ex- Capital Notes. . $ 13,936,500.00 
first half of the last Ascal year. spending because of the necessity | ‘ H | pected for the full year. Therefore, (Subordinated to 10 Deposits aed 
} From a subcommittee of the House AAA payments thus far are 300 | ; . “Ocher Liabali 
WPA Most Successful for planning and letting contracts | Appropriations Committee headed | million dollars. This is more than | °° me *Stimates have been revised Capital Stock . 1 3,800,000.00 
| before construction work can be un- by Rep. Woodrum (Dem.), of Va., | “s vs is More than | upward. Federal income for the cur- ° 2 . 
In S li Th F y sep. a ry © * | four times last year’s rate of spend- fiscal vear ia nc o Surplus and Undivided Pros 4,465,646.11 
n Spending us rar | dertaken. (above), will come the first clues as_ | jing And yet 400 milli dollars me Sees, Le BOW eee a R for C 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 
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“| wholly disapprove of what you say but will | 


defend to the death your right to say it.” 
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splendid message on international affairs—an elo- 

quent presentation of the doctrines of democracy. 

With his plea, moreover, that national unity—a 

“united democracy”—is the strongest front that our na- 

tion can exhibit to the rest of the world, there will be gen- 
eral agreement throughout America. 

But how to obtain that self-same national unity, how 
to reinvigorate our depression-torn economy, how to build 
up our national income to a point where enough taxes can 
be collected to balance a reasonably sized budget—these 
are the practical problems on which the President’s mes- 
sage is inexplicit and perhaps necessarily so. 

Obviously a presidential address cannot be a formula. 
It is merely a statement or restatement of principles, a 
general direction or index of the state of mind of the Presi- 
dent of the United States, who is charged with the duty of 
reporting each year to Congress on the state of the union. 

Mr. Roosevelt’s message even though not explicit did, 
however, furnish a possible foundation for the develop- 
ment of a sound economic program in America, provided 
he wants to give further emphasis to certain broadly 
phrased, but nevertheless significant, passages about the 
need for “more employment of capital.” 


GOAL POSSIBLE, 


Prssienia = ROOSEVELT delivered to Congress a 


There can be no doubt that 
many statements in Mr. Roose- 
velt’s message can be refuted by 


BUT EXECUTIVE 2 ood J 
recitin experience of history. 
PLAN IS VAGUE a m me ae hand, it will be 


observed that the President confined himself very largely 
to what may be termed a defense of his past fiscal policies 
rather than to an explicit statement of new plans to carry 
the economic system to the much-desired eighty-billion- 
dollar level of national income. He states an objective 
without foreclosing any or all legitimate methods of at- 
taining such objective. 

Thus the President said that one school of thought 
wanted to cut expenses to fit a sixty-billion-dollar income 
and that “abrupt reductions at any time” were unsafe and 
would invite disaster. 

Mr. Roosevelt in that respect is right. For the sudden 
demands that creditors make upon debtors such as are oc- 
casioned by panics or by cold feet in the financial world, 
so to speak, cause more hardship and more damage to the 
economic system than any other single factor. That monu- 
mental work published recently by the Twentieth Cen- 
tury Fund, entitled “Debts and Recovery,” states the same 
point, as follows: 

“Not only do few debtors intend to get out of debt 
when their obligations mature, but the economic sys- 
tem is so made up that any sudden and general at- 
tempt to get out of debt would be a great calamity. 
If the banks tried successfully to pay off their debts, 
for instance, they would deprive us of most of what 
serves as money in this country, and we should have 
a catastrophic fall of prices. ; 

“If merchants all paid off their debts in a short 
time, they would either have to go out of business or 
to press their debtors unmercifully. Everyone who 
had a charge account, for instance, would have to pay 
it off and make all future purchases for cash which 
would disrupt markets for such things as clothing 
and furniture.” 


SUDDEN DEBT 


But while sudden retirement 
of the debt or abrupt deflation of 
expenses to balance a budget of- 


CONTRACTION 
en results in a breakup of the 
IS NOT SOUND noe se of a vB and 


its basic structure, this does not necessarily mean that 
unwise expansion of debt is the real alternative. The 
President’s alternative may have been intentionally stated 
in vague terms: 

“If government activities are fully maintained, 
there is good prospect of our becoming an eighty-bil- 
lion-dollar country in a very short time. With such a 
national income, present tax laws will yield enough 
each year to balance each year’s expenses.” 

What are meant by “government activities”? The Pres- 
ident doesn’t say that we can get 80 billions in national in- 
come by “government spending”. He uses a phrase which 
may well include indirect stimulus to private spending or 
even the use of government support to back up private 
credit as has been done so successfully in the development 
of the federal housing laws. 

Clearly Mr. Roosevelt might as well have summed up 
the case thus: “I cannot balance the budget now without 
inviting a painful deflation and possible social disorder”. 
He might have pointed to the fact that no government in 
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President Roosevelt Contrasts Sudden Curtailment of Government Expenses With His Plan for More 
Government Spending—But There Is Another Way to Strengthen the National Economy and 
That's by Government Encouragement of the Processes of Private Spending and Lending 


By DAVID LAWRENCE 


° the world has dared to deflate for very long and that all 
governments today are increasing their debt. 

But to agree that abrupt balancing of the budget is un- 
wise is not by any means to concur in the argument that 
spending by the government is the only other course 
available to us. 

First of all we ought to define the word “spending”. As 
the government’s books are kept, everything paid out 1s 
an expenditure. No business could present a balanced 
budget on that basis. For a long, long time, corporations 
have borrowed money for capital purposes, to build plants 
or to buy large quantities of materials but they have been 
permitted to set up as assets the equivalent of those ex- 
penditures. 


GOVERNMENT 





The Treasury of the United 
States should segregate capital 
items from current expenses. 


NEEDS RULE OF 
Likewise when public improve- 
BOOKKEEPING ments are made yee ae be 


charged off year by year for a definite term of years. 
And if we do not wish to grant the government this privi- 
lege of keeping its books like private business, we ought 
not to apply the rules of private business to an appraisal of 
the government’s credit position irrespective of what the 
budget money is spent for or loaned for. 

This is not to condone extravagance in government or 
wasteful spending or reckless piling up of deficits. But 
it is merely to recognize that sooner or later in our own 
interest as a nation we should steer away from purely 
political prejudices or emotions and look at the fiscal pic- 
ture of the government in a common sense way. 

Even, however, when we have segregated the a. 
itures on a sound bookkeeping basis, we have not finished 
with the problem of presenting an intelligible analysis 
of the budget. We should divide government “pump 
priming” expenditures into those which produce real 
wealth directly or indirectly and those which merely, like 
the relief moneys, go for consumer goods. 

By making such a separation, we shall see how im- 
portant it is for government stimulus to be applied to the 
durable goods industries in which so much unemploy- 
ment exists. It is not necessary for government to 
spend its own funds to encourage the durable goods in- 
dustries. It is necessary that certain remedial policies of 
legislation and executive regulation shall be pursued. 


UTILITY PEACE 
ESSENTIAL TO 


It is essential, for example, that 
the utility controversy be settled, 
and settled at once. Here we 
PUBLIC INTEREST have ane industry capable of 

spending in the next three years 
around $5,000,000,000. The Administration’s own 
officials confirm these figures. What holds up a settle- 
ment? Domestic dissension. Here is a case for national 
unity. Surely.a way can be found to reconcile conflicting 
viewpoints. The President must have had some such 
reconciliation in mind when he spoke in his message last 
week of the need for “working out of new techniques— 
private, state and federal—to protect the public interest 
in and to develop wider markets for electric power”. 

The choice is not now and never ought to be between 
deflation and inflation. 

The real choice today is between extremists who are 
rigidly insisting on clinging to their respective positions 
without regard to that very important art of successful 
government as well as of successful business namely, ad- 
justment of viewpoint. 

There are then more than two ways of approaching the 
problem of government budget balancing. It is not a 
question of abrupt reductions and it is not a question of 
unlimited spending. It is a question of encouraging the 
private capital of the country to expand and in this process 
the government can and must play an unprecedented part. 


MANY PROBLEMS Let the eyes of the nation be 


focused on how production can 


IN URGENT NEED be increased and output per man 
OF A SOLUTION “"2r8e4. 
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Let the government experts 
focus their eyes on how taxes applied in one category 
choke business in another. 

Let the overlapping of state and federal taxes really be 
remedied by joint conference between state and federal 
governments instead of merely proclaiming the need for 
a remedy time and again, as has happened before, without 
action being taken. | 

Let the labor problems of the nation be fearlessly dealt 
with—the irresponsibility of managements which refuse 
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sincerely to accept collective bargaining as well as the ir- 
responsibility of those labor officials who provoke inter- 
jurisdictional disputes in total disregard of the payrolls 
of innocent workers and innocent employers. 

Let the railroad problem be solved by direct govern- 
ment credits and corporate reorganizations and let the 
whole transportation question be dealt with on a basis 
of economic need rather than political pressure. Here is 
an industry which needs to buy more equipment and to 
replace obsolete equipment—clearly a place where durable 
goods investments by the billions can soundly be made. 

Let the Congress clarify and simplify the tax system 
and give business the assurance that for the next three 
years at least there will be no drastic changes. Thus busi- 
ness and the pricing system can absorb, in so far as it is 
able to digest at all, the recently imposed tax rates. 

Let the President ask the Business and Advisory Coun- 
cil of the Department of Commerce to formulate and then 
make public to the nation a series of recommendations 
whereby American business can strive for an 80-billion- 
dollar income. 

We had an $81,000,000,000 national income in 1929, 
and we can have it again. Prices were higher then. Prices 
must go higher now than they were in 1938. But here 
again “technological improvements” to which the Presi- 
dent refers in his message should tend to hold some prices 
down, especially in the fields of quantity production. 


CONSTRUCTIVE 


Above all, business men should 
become introspective in relation 
to the American economic 


ADVICE !S JOB 
FOR BUSINESS system. The President is right 
when he says the so-called “mo- 


nopoly investigation” affords an opportunity for a genu- 
inely constructive study of the “interrelationships of price 
and volume” so that the American economy can produce 
more goods at lower prices and thus increase the real 
wages of the workers. 

If we do not begin soon a study of the fundamental 
things mentioned above, we shall be confronted some day 
with a choice between national disaster through over- 
spending or national disaster through abrupt reduction 
in expenditures. 

There are many persons who feel that the time for such 
an involuntary choice is not far distant. They mistake, 
however, the remarkable capacity of this country to carry 
a large debt and the natural recuperative power of a strong 
economic nation to make progress in spite of the handi- 
caps of an unbalanced federal budget. 

But there is one thing which 


NEED POLITICAL ap eget Sn 

cannot be mistaken, an at’s 
AND ECONOMIC the inevitable tendency of ancient 
STATESMANSHIP and modern governments to work 


their way out of huge debt bur- 
dens by gradual change in the value of the monetary unit. 
We have, of course, already devalued the gold content of 
the dollar but the purchasing power of the dollar has 
stayed up and around $1.16. 

If prices should rise either because of a popular belief 
that the debt is too large or because of an increased de- 
mand for goods due to artificial or natural stimuli, the 
dollar’s purchasing power would be forced downward. 
This is depreciation rather than devaluation of the dollar. 

While this process is by no means to be commended, 
we must be realistic enough to know that it has been hap- 
pening to governments for many centuries and is de- 
scribed rather interestingly in Adam Smith’s “Wealth of 
Nations,” published in 1776. 

Our battle is to avoid the extremes of depreciation— 
forcing the dollar’s purchasing power too far below the 
1926 par. Technological efficiency is an incalculable fac- 
tor. It may present a greater restraining influence on 
runaway prices than anybody can foresee. 

So our task is to find through government encourage- 
ment, ways of increasing the total volume of business done 
so that prices can be kept down. And when volume in- 
creases, employment is bound to increase, too. 

This third way, this third approach, will require po- 
litical as well as economic statesmanship. But, in a 
time when national unity is imperative we need not 
despair, because American genius and capacity for organ- 
ization and mobilization of our resources has scarcely 
been challenged even by these depression years. 

Given a sympathetic understanding of business proc- 
esses by government and given a better understanding by 
business men of the social obligations of a modern gov- 
ernment, we can and must build a stronger and better 
America to meet the fateful changes of a troublous world. 
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